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CHAPTER    I 

SOCIAL  EVOLUTION 

A  CERTAIN  genial  parliamentarian  casually  remarked 
in  the  course  of  one  of  his  public  speeches  that 
"  we  are  all  Socialists  now."  Exactly  what  inspired 
this  astonishing  utterance  cannot  readily  be  determined, 
but  it  is  to  be  feared  that  a  close  observer  would  have 
detected  in  the  politician's  eye  the  suggestion  of  a  twinkle 
as  the  words  were  spoken.  The  true  orator  knows  his 
audience,  and  there  are  times  when  a  neat  but  unsuspected 
appeal  to  the  gallery  effectively  disarms  opposition  and 
ensures  attention.  The  statement  may  only  have  been 
induced  by  the  desire  to  humour  a  section  of  his  audience. 
Certain  it  is  that  for  us  it  has  no  meaning,  or  else  we  are 
wholly  ignorant  of  what  a  Socialist  is  and  what  he  strives 
and  hopes  to  accomplish. 

That  there  is  a  vast  amount  of  confusion  not  only  in 
the  minds  of  the  public  generally,  but  in  those  of  social 
reformers  themselves,  as  to  what  is  comprised  in  the 
term  "  Socialism,"  no  one  will  question.  Those  who 
take  but  little  interest  in  the  subject,  or  only  just  enough 
to  misunderstand  it,  can  hardly  be  expected  to  agree  in 
their  manner  of  regarding  the  Social  creed,  when  declared 
converts  cannot  meet  in  Congress  without  evincing  most 
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quarrelsome  tendencies  and  showing  to  all  the  world  that 
however  much  the  spirit  of  brotherhood  and  goodwill 
may  be  worshipped  as  an  ideal,  the  time  is  not  yet  ripe 
for  a  practical  demonstration  thereof  within  the  four 
walls  of  a  conference  chamber. 

But  from  all  the  perplexities  which  confront  the  tyro 
in  social  investigation  emerges  the  undoubted  fact  that 
modern  Socialism,  however  it  may  be  disguised  by  partisans 
of  different  shades,  is  based  upon  the  theory  of  surplus 
value  propounded  by  Karl  Marx,  which  involves  the 
presumption  that  the  worker  produces  all  the  wealth  of 
the  country  and  yet  must  be  content  with  the  very  small 
share  (said  to  be  fourpence  in  the  shilling)  necessary 
to  enable  him  to  go  on  working,  and  that  the  surplus  goes 
to  the  capitalist,  who  with  the  king,  priests,  lords,  esquires, 
and  gentlemen,  lives  upon  the  working  man.  And  the 
aim  of  the  modem  Socialist  is  to  gain  possession  of  political 
power  with  a  view  to  the  socialization  of  the  means  of 
production,  distribution,  and  exchange,  and  so  to  obtain 
for  the  worker  "  the  other  eightpence."  That  this  is  so 
is  shown  by  a  resolution  proposed  at  a  Conference  of  the 
Labour  Party  held  at  Portsmouth  in  these  terms  :  "  That 
this  Conference  declares  itself  for  the  socialization  of 
the  means  of  production,  distribution,  and  exchange  to 
be  controlled  by  a  democratic  state  in  the  interest  of  the 
entire  community  and  the  complete  emancipation  of 
labour  from  the  domination  of  capitalism  and  landlordism 
with  the  establishment  of  social  and  economic  equality 
between  the  sexes."  This  is  a  truly  typical  resolution, 
and  if  the  progress  of  Socialism  could  be  gauged  by  the 
adoption  of  such  expressions  of  belief,  one  might  by  this 
time  call  for  sackcloth  and  ashes,  impelled  by  the  con- 
viction that  the  last  hour  of  capitalism  had  come. 
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Now  while  it  is  perfectly  easy  to  formulate  resolutions 
in  the  general  terms  indicated,  it  is  extremely  difficult 
to  agree  upon  the  modes  of  procedure,  and  the  irritating 
questions  of  ways  and  means ;  and  above  all  to  evolve 
a  practical  plan  which  will  honestly  meet  and  dispose 
of  obvious  objections  and  difficulties.  For  this  reason 
nervous  persons  can  be  relieved  of  any  apprehensions 
as  to  the  imminence  of  a  social  revolution  even  during 
periods  of  the  greatest  unrest.  The  dissensions  and 
jealousies  which  prevail  amongst  Socialists  are  made 
manifest  at  every  Conference  and  Congress  which  are  held  ; 
no  concerted  plan  of  action  clearly  leading  to  economic 
reconstruction  is  ever  brought  forward,  and  the  best  that 
can  be  done  is  to  frame  resolutions  of  a  more  or  less  puerile 
and  general  character. 

But  it  will  not  be  our  purpose  in  these  pages  to  vilify 
men  whom  we  are  quite  ready  to  credit  with  honesty  of 
conviction.  We  shall  deal  with  Socialism  from  a  practical 
standpoint  and  we  shall  set  ourselves  to  show  that  as  a 
means  of  achieving  the  ends  proposed  for  it  by  its  adherents 
it  is  economically  unsound ;  we  shall  dissect  the  theories 
upon  which  it  is  based  and  show  their  fallacies,  and  we 
shall  demonstrate  that  under  the  regime  of  a  Socialist 
state  the  people  would  be  in  a  far  worse  condition  than 
they  are  at  the  present  time. 

Hitherto  Socialism  has  received  but  little  criticism 
from  the  standpoint  of  fundamental  impracticability. 
Men  who  by  experience  and  judgment  would  be  the  most 
competent  to  deal  with  such  a  subject  are  usually  too  much 
engaged  in  affairs  of  business,  such  as  enterprises  which 
involve  the  employment  of  numbers  of  workmen,  to  be 
able  to  devote  the  amount  of  time  and  attention  neces- 
sary to  criticize  a  creed  which  is  based  upon  the  idea  that 
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the  private  employment  of  workmen  is  mijustifiable. 
They  lack  the  time  and  desire  to  write  books,  they  may  not 
even  possess  the  facility  of  expression  required,  and  above 
all  they  do  not  treat  Socialism  as  a  serious  factor  in  modem 
life.  When  the  subject  comes  under  discussion  here  and 
there,  in  the  train,  smoking-room,  or  street,  it  is  usual 
to  dismiss  it  with  a  somewhat  lame  reference  to  human 
nature,  thus  showing  how  little  real  thought  has  been 
given  to  it.  But  human  nature  need  hardly  be  con- 
sidered at  all  as  a  point  of  objection,  or  at  all  events  only 
as  a  side  issue. 

Socialism  is  destined  to  fall  by  reason  of  its  inherent 
weakness  as  an  economic  structure  in  state-building ; 
it  must  fall  because  its  foundations  are  unsound,  because 
its  economic  theories  and  the  premises  which  we  are 
asked  to  accept  are  fallacious.  It  must  fall  because  it 
persists  in  neglecting  factors  of  vital  importance,  while 
pursuing  vague  phantoms,  the  products  of  imaginations 
let  loose  from  the  restraining  leash  of  reason. 

When  one  realizes  all  that  is  implied  by  the  current 
programme  of  Socialist  societies,  one  is  the  more  sur- 
prised at  such  an  unqualified  remark  as  "  We  are  all 
Socialists  now."  Capitalism  is  the  apotheosis  of  civiliza- 
tion. In  the  present  age  men  are  less  socialistic,  in  the 
full  sense  of  the  term,  than  they  have  ever  been,  and 
at  the  same  time  inversely,  they  are  more  capitalistic. 

In  former  times  the  communal  spirit  influenced  the 
lives  and  determined  the  actions  of  men  in  a  manner 
quite  unknown  in  these  days.  The  lack  of  facilities  for 
communicating  between  one  settlement  and  another 
had  the  natural  effect  of  concentrating  the  attention  of 
the  units  upon  communal  interests.  The  welfare  of  in- 
dividual units  was  not  considered  without  regard  to  its 
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bearing  upon  that  of  the  community  as  a  whole.  Thus 
we  see  in  those  days  a  force  in  actual  operation,  which, 
if  not  of  the  organized  type  demanded  by  social  reformers, 
was  in  the  spirit  which  gave  it  being  something  akin  to 
Socialism  in  a  crude  form.  Who  will  venture  to  assert 
that  the  City  of  London  in  the  twentieth  century  is  as 
communal  in  its  character  and  organization  as  it  was  in 
the  fourteenth  ?  In  medieval  times  the  people  were  held 
together  by  bonds  of  common  interest  such  as  are  un- 
heard of  to-day.  Even  under  the  worst  forms  of  Villein- 
age one  perceives  a  sort  of  Socialism  which  secured  for 
the  individuals  of  the  community  a  measure  of  well-being 
absolutely  essential  to  the  existence  of  the  community 
as  such.  Thus,  for  instance,  a  man  who  was  under  an 
obligation  to  render  some  fixed  service  to  the  Lord  of  the 
Manor  was  assured  that  amount  of  food  and  shelter  neces- 
sary to  maintain  him  in  such  a  state  of  fitness  as  would 
enable  him  to  perform  his  service ;  so  that  hard  times 
were  often  the  result  of  unfavourable  climatic  rather 
than  of  economic  conditions.  In  other  words,  there  was 
in  those  days  none  of  that  overproduction  of  commodities, 
which  at  one  time  results  in  abundance,  indeed,  in  a  super- 
fluity of  employment,  but  in  the  following  year  throws 
thousands  into  the  arms  of  public  charity.  The  alter- 
nations of  overproduction  and  unemployment  were  almost 
unknown  because  the  actual  needs  of  the  community 
were  the  first  consideration  and  the  commodities  required 
for  the  consumption  of  the  units  of  that  community  were 
only  produced  for  use  in  proportion  to  their  needs.  Thus 
economic  troubles  when  they  arose  would  not  be  due  to 
over-production  with  its  corresponding  stagnation,  but 
to  a  shortage  caused  by  bad  weather,  which  no  one  could 
control. 
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The  simple  conditions  above  indicated,  favourable  in 
many  respects  to  individual  life,  were  made  possible  by 
the  isolated  and  circumscribed  character  of  the  com- 
munities themselves.  And  they  were  only  possible  on 
that  account.  One  of  the  great  errors  of  social  reformers 
is  to  suppose  that  what  is  capable  of  being  done  on  a  small 
scale  can  be  done  not  only  as  well  but  better  on  a  large 
scale,  without  at  the  same  time  taldng  into  consideration 
those  all-important  general  conditions  which  might  con- 
duce to  the  success  of  a  small  community,  but  prove  the 
destruction  of  a  large  one,  or  vice  versa.  The  tide  of 
progress  cannot  be  stayed  by  the  Cnut  of  Theory.  The 
day  of  small  communities  is  gone.  Civilization,  the  pro- 
duct of  individual  genius  and  industry,  permeating  nations, 
races,  and  ultimately  the  world,  has  swept  away  the  old 
lines  of  demarcation,  and  given  us  lines  of  railway,  the 
printing  press,  machinery,  unnumbered  inventions  and 
discoveries,  widely  diffused  knowledge  and  a  breadth 
of  view  wholly  alien  to  our  ancient  forbears.  Facilities 
for  rapid  transit,  the  conveyance  of  messages,  communi- 
cations between  one  country  and  another,  between  remote 
parts  of  the  world,  and  the  development  of  commerce, 
with  all  its  complexities,  render  the  old  relations  impossible 
of  reproduction  in  these  days.  The  restricted  communal 
spirit,  so  important  a  factor  in  primitive  times,  has  almost 
ceased  to  exist,  and  even  where  it  still  lingers  it  is  of  a 
moribund  character.  People  are  international,  they  are 
migratory ;  the  rich  of  one  nation  invest  their  wealth  in 
other  countries  than  their  own,  and  they  are  to  a  large 
extent  independent  of  the  protection  of  their  fellow  citizens. 
Not  so  when  land  formed  the  principal,  almost  the  only, 
medium  for  investment ;  people  then  saw  reason  in  pat- 
riotic sentiment.     In  these  days  a  rich  Englishman  can 
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invest  his  wealth  in  Argentina,  New  South  Wales,  in 
India,  in  the  United  States,  it  is  no  longer  important 
that  he  should  reside  in  England  to  look  after  his  interests  ; 
he  can  equally  well  spend  his  time  in  China  or  Peru,  and 
the  increment  from  his  investments  will  follow  him. 

Many  thinkers  profess  to  see  in  the  process  of  social 
evolution  unanswerable  support  for  the  faith  that  is  in 
them.  But  in  the  application  of  the  inductive  method 
of  reasoning  a  great  deal  is  left  to  individual  discretion. 
One  man  will  read  into  a  group  of  historical  facts  con- 
clusions widely  different  from  those  drawn  by  another. 
And  each  may  be  wrong. 

It  is  argued  that  in  the  development  of  the  Social 
organism,  Socialism  is  the  inevitable  outcome  of  an 
intensified  Capitalism.  But  in  considering  this  claim  we 
are  confronted  by  certain  facts  which,  while  pointing  to 
Socialism  as  a  link  in  the  chain  of  evolution,  point  also 
to  it  as  a  link  which  has  been  long  since  dropped. 

For  example,  if  we  are  to  regard  Socialism  as  a  system 
under  which  the  interests  of  the  individual  are  subor- 
dinated to  the  interests  of  the  community,  we  recognize 
it  at  once  as  an  old  friend  In  many  ancient  states, 
both  of  Italy,  Greece,  Peru  and  the  Hebrews,  the  sub- 
serviency of  the  individual  to  the  community  was  the 
root  principle  of  all  their  codes.  The  organization  of 
a  state  designed  to  produce  a  sort  of  golden  age  knowing 
neither  poverty  nor  misery,  is  not  an  invention  of 
moderns.  In  the  days  of  ancient  Greece  Plato  gave  to 
the  world  his  dream  of  an  ideal  state  in  the  form  of  his 
Atlantis ;  Sir  Thomas  More  in  the  sixteenth  century 
wrote  his  Utopia ;  in  the  following  century  Harrington 
presented  his  Oceana.  To  these  and  many  subsequent 
efforts  the  world  has  remained  indifferent,  because  men 
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at  all  times  persist  in  striving  for  and  preserving  individual 
liberty. 

In  the  remote  beginnings  of  human  history  one  per- 
ceives in  operation  the  most  rigorous  form  of  individualism. 
This  endures  for  countless  ages.  Intelligence  is  at  a  low 
ebb ;  men  are  little  removed  from  the  lower  animals ; 
they  employ  a  few  sounds  which  may  be  called  words ; 
their  language  is  without  grammar  ;  they  make  themselves 
understood  by  sounds,  signs,  and  gestures.  These  people 
live  in  the  forests  and  by  the  rivers,  they  are  nomadic, 
they  have  no  form  of  government,  no  territorial  boun- 
daries ;  the  whole  world  is  free  to  them ;  yet  they  suffer 
from  wild  beasts,  from  cold,  hunger,  storms  and  tempests. 
Each  man  or  family  lives  for  himself  or  itself.  The  in- 
habitants round  about  have  no  claims  upon  him  nor  he 
on  them.  There  are  no  capitalists  who  organize  and 
exploit  labour ;  there  are  no  economic  problems.  Ages 
pass,  wdts  are  sharpened,  men  become  more  intelligent. 
Still  there  is  comparatively  no  organization.  The  land 
is  free ;  the  means  and  instruments  of  production  such 
as  they  use  are  free,  the  world  is  free  for  men  to  use  as 
best  they  can.  And  yet  the  people  are  poor,  badly  housed, 
and  half  starved  at  times. 

No  one  knows  how  long  this  period  lasted,  whether  a 
hundred  thousand  years  or  more  or  less ;  but  with  every 
facility  beloved  of  Socialist  dreamers ;  free  land,  free 
access  to  every  known  facility  for  production  and  entire 
absence  of  capitalist  exploitation,  progress  was  pitifully 
slow,  so  slow  indeed  that  it  can  be  fearlessly  averred  that 
in  our  own  era  there  has  been  more  progress  in  the  last 
ten  years  than  there  was  in  a  hundred  thousand  years 
during  which  primitive  man  lived  his  life  of  liberty  face 
to  face  with  nature,  and  subject  only  to  nature's  laws. 
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Consider  the  tremendous  count  of  years  during  which  this 
condition  of  affairs  endured ;  our  own  era  represents 
but  a  fraction  of  it.  A  great  dumb  roll  of  ages,  articulate 
only  for  us  by  handfuls  of  bones  and  crude  instruments 
of  the  chase  here  and  there  in  caves  and  deep-hidden 
under  river  wash.  Do  men  need  the  incentive  of  those 
"  economic  chains "  of  which  our  theorists  complain 
so  much  in  order  to  dare  to  mount  the  restless  steed  of 
Progress  ? 

At  last  a  change  takes  place.  Men  begin  to  realize 
that  by  living  together  in  communities  and  securing 
mutual  assistance,  protection,  division  of  labour,  and 
social  intercourse,  they  get  more  out  of  life,  extend  their 
interests  and  find  distractions  which  help  to  modify  the 
tendency  to  morbid  introspection  natural  in  human 
beings.  A  sort  of  Communism  is  evolved.  In  our  own 
day,  amongst  the  aborigines  of  North  America  and  else- 
where, we  have  been  able  to  see  examples  of  this  in  actual 
working,  and  from  them  we  can  frame  by  deduction  a 
reasonable  conception  of  Society  as  it  emerged  ages  ago 
from  primitive  individualism.  Communism  was  without 
doubt  the  form  of  Society  which  immediately  succeeded 
the  individualism  which  prevailed  in  the  earliest  period  of 
human  history. 

But  Communism  could  not  survive.  True,  the  first 
results  of  communal  life  were  distinctly  beneficial  to  the 
race  and  to  the  individual ;  men  grew  in  knowledge,  the 
standard  of  comfort  became  higher;  there  was  a  general 
diffusion  of  well-being.  The  population  increased  rapidly, 
necessitating  an  extension  of  the  areas  occupied  by 
different  communities.  Inter-communal  disagreements 
arose ;  hence  a  military  class  came  into  being ;  the 
sovereign   power   became   vested   in   the   warrior   chief ; 
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abuse  of  power  speedily  ensued.  Rights  of  property 
followed  the  definition  of  inter-communal  boundaries,  and 
great  warriors  were  allotted  large  areas  of  land  in  con- 
sideration of  their  bringing  into  the  field  when  required 
by  the  sovereign  power  so  many  trained  warriors  for 
active  service.  With  the  recognition  of  the  rights  of 
property  Communism  perished  and  Feudalism  arose. 

Hereafter  there  is  no  return  to  Communism.  The 
right  of  private  ownership  in  land,  originally  induced 
by  the  pressure  of  population,  was  firmly  established 
under  Feudalism.  The  abuses  of  that  system  were  many, 
but  in  it  were  the  beginnings  of  our  modem  economic 
regime,  developing  by  easy  stages  until  inventions  and 
discoveries  ushered  in  the  industrial  revolution  of  a 
century  ago,  with  organized  production  of  commodities, 
a  world-wide  expansion  of  trade,  vast  increase  of  wealth, 
and  an  enhanced  standard  of  comfort  and  well-being  for 
the  mass  of  the  people. 

History  does  not  help  us  if  we  seek  for  evidence  in 
support  of  Socialism.  On  the  contrary  we  see  that  Social- 
ism is  a  stage  which  mankind  has  long  since  passed,  and 
we  have  conclusive  proof  that  every  experiment  which 
has  been  tried  to  form  communities  on  Socialist  or  collec- 
tive lines  has  failed. 
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CHAPTER    II 
COMMON  DELUSIONS  OF  SOCIALISTS 

IT  is  one  of  the  curious  attributes  of  human  nature 
that  those  convictions  which  are  grounded  in  faith 
are  always  more  readily  assimilated  than  those  which 
depend  on  evidence. 

In  the  world  of  Social  Reformers  there  is  as  much  dis- 
like of  evidence  as  there  has  been  amongst  those  who 
through  the  ages  have  supported  the  claims  of  super- 
stition. Reckless  assertions  are  preferred  before  argu- 
ments ;  bold,  sweeping  statements,  dehvered  either 
with  an  air  of  learning  and  pedantry  after  the  Fabian 
method,  or  with  a  fierce,  aggressive  emphasis  in  the 
manner  of  the  Labourists,  command  rapt  attention  and 
elicit  rounds  of  applause. 

We  have  had  a  long  procession  of  academic  philosophers, 
men  who,  without  any  practical  acquaintance  with 
manufacture  or  commerce,  have  yet  on  the  strength  of 
book  studies  deemed  themselves  quahfied  to  deal  with 
such  a  practical  subject  as  the  relations  between  capital 
and  labour.  These  men,  leading  lives  of  pecuhar  abstrac- 
tion from  the  active  affairs  of  the  world,  have  formulated 
theories  and  enunciated  doctrines  which  in  some  cases 
would  be  quite  feasible  and  interesting  if  one  did  not 
know  that  the  premises  are  usually  quite  faulty.  Then 
we  have  seen  thousands  of  disciples,  prompted  naturally 
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enough  by  the  desire  to  beUeve,  accepting  with  a  child- 
like trust  these  conaprehensive  theories,  convinced  that 
nothing  more  remained  to  be  said,  for,  Uke  the  laws  of  the 
Medes  and  Persians,  the  laws  governing  Surplus  Value 
and  the  production,  distribution  and  exchange  of  com- 
modities, were  fixed  for  ever.  Going  still  farther,  we  have 
seen  as  a  sort  of  grand  superstructure,  built  on  these  ideas, 
the  School  of  Sociahsm,  a  structure  somewhat  nebulous, 
in  outline  and  substance,  but  nevertheless  having  en- 
thusiastic votaries  who  fail  to  see,  because  they  do  not 
look,  that  the  fabric  is  weak  and  transparent  in  places,  and 
that  the  much  cherished  hopes  for  a  coming  millennium 
have  as  yet  no  better  basis  than  economic  delusions. 

Not  the  least  of  the  many  delusions  of  the  sanguine 
but  uncalculating  Socialist  mind  is  that  all  those  conditions 
which  form  desirable  adjuncts  of  modem  civilization 
would,  under  a  new  SociaUst  regime,  be  maintained 
intact ;  in  fact,  so  far  as  we  have  been  able  to  glean  and 
more  especially  from  recent  writers  of  the  "  scientific 
school,'*  that  while  everything  would  be  altered  and 
everybody  would  be  the  better  for  the  change,  yet  every- 
thing would  remain  the  same  and  nobody  would  really 
be  affected. 

For  example,  it  is  noted  that  under  the  prevaiUng 
regime  wealth  most  certainly  accumulates,  that  enjoy- 
ment is  more  widely  diffused  and  more  easy  of  attain- 
ment than  formerly,  and  that  facilities  for  "  doing 
things  "  multiply  ;  and  it  is  beUeved  that  if  by  some 
remarkable  upheaval  a  SociaHst  state  should  come  into 
being,  all  the  advantages  already  enjoyed  would  continue 
to  be  at  the  disposal  of  the  community. 

But  in  the  delightful  and  facile  operation  of  construct- 
ing Utopian  dreams  one  is  apt  to  overlook  the  fact  that 
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if  an  old  system  be  revolutionized,  the  special  charac- 
teristics and  products  of  that  systerai  cannot  at  the  same 
time  be  preserved.  Thus,  if  wealth-production  on  a  large 
scale  prevail  under  a  regime  which  is  the  exact  antithesis 
of  Socialism,  are  we  to  suppose  that  an  equal  ratio  of  pro- 
duction would  prevail  under  Socialism  ?  The  significance 
of  this  inquiry,  not  apparently  anticipated  by  Socialist 
thinkers,  will  become  more  marked  as  we  proceed. 

The  production  of  wealth  is  not  in  its^f  condemned 
even  by  the  most  violent  section  of  reformers  ;  on  the 
contrary  it  belongs  to  the  category  of  advantages  which 
citizens  would  desire  to  preserve.  The  ground  for  the 
quarrel  is  the  ratio  of  distribution,  which  is  regarded  as 
unjustly  proportioned. 

One  sees,  therefore,  that  SociaUsts  aim  at  the  retention 
of  all  that  they  look  upon  as  good  in  the  present  system 
and  at  the  aboUtion  of  all  that  they  deem  to  be  bad. 
But  unfortunately  the  good  and  evil  of  a  system  are  usually 
correlated.  One  does  not  go  so  far  as  to  say  that  they 
are  inseparably  connected  ;  that  they  must  always  be 
interwoven,  interdependent,  or  what  you  will.  Without 
being  a  mere  visionary  one  can  hope  that  as  time  goes 
on  evil  will  diminish,  that  men  will  become  less  selfish 
than  they  are,  and  that  there  will  be  less  poverty  and 
crime  in  the  world.  But  we  should  be  extremely  fooHsh 
if  we  believed,  as  do  many  SociaUsts,  that  all  the  essentials 
of  a  system  can  be  preserved  while  eUminating  the  wide- 
spread suffering  which,  it  is  declared,  are  involved  in  the 
system.  Yet  all  the  arguments  which  we  have  seen 
advanced  go  to  indicate  that  this  view  is  the  one 
generally  held.  The  citizens  of  the  reorganized  state 
are  to  gain  everything  and  lose  nothing.  The  attributes 
of    Capitalism   are  to   pass    over    practically   in    their 
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entirety  to  Socialism,  citizens  shedding  here  and  there 
such  features  as  they  may  regard  as  undesirable,  but 
generally  taking  up  the  story  where  CapitaUsm  leaves  it, 
and  adding  a  beautiful  concluding  chapter  in  which 
everybody  is  made  happy  for  ever  and  ever  after  the 
manner  of  the  early  Victorian  novelist. 

Many  disciples  of  the  gospel  of  SociaUsm  have  been 
attracted  by  alluring  pictures  of  how  if  the  wealth  now 
created  were  subject  to  equal  distribution  it  would  be 
only  necessary  for  a  man  to  work  three  or  four  hours  a 
day,  in  order  to  satisfy  all  his  needs. 

This  is  more  than  enough  for  the  unthinking  bystander. 
It  is  delightful  to  be  assured  a  tranquil  existence  such 
as  that  foreshadowed  by  a  three  hours'  working  day. 
Think  of  the  opportunities  for  attending  football  and 
cricket  matches,  horse  races,  &c.  Every  man  in  those 
days  would  be  a  man  of  leisure  if  not  of  means.  Alas  ! 
for  these  unfounded  dreams.  So  far  from  his  labour 
being  hghtened  and  his  day  shortened,  every  citizen 
would  have  to  expend  all  his  energies  in  the  unending 
struggle  for  subsistence  in  a  nation  which  decided  to  pro- 
duce commodities  wholly  or  almost  wholly  for  home  con- 
sumption alone,  which  would  be  the  practical  outcome 
of  SociaUsm  if  the  theories  of  its  exponents  were  pushed 
to  their  logical  conclusion. 

Mr.  Ramsay  MacDonald  in  his  book  on  Socialism 
declares  that  "  Capitahsm  has  been  created  to  develop 
the  machinery  of  production  and  it  has  done  its  work 
very  well.  A  hundred  years  ago  our  national  income 
was  £270,000,000,  to-day  it  is  £1,700,000,000.  The 
desire  for  profit  has  led  the  industrial  nations,  which  for 
this  purpose  pride  themselves  in  applying  the  term 
civilized  to  themselves  exclusively,  to  enter  into  relation- 
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ship  with  the  most  remote  and  obscure  comers  of  the  earth. 
They  have  covered  the  world  with  a  network  of  Hnes  of 
communication.  They  have  turned  the  globe  into  one 
great  market." 

It  is  assumed  by  Mr.  MacDonald  and  all  his  Socialist 
friends  that  the  great  wealth  now  resulting  from  production 
and  distribution  on  the  vast  scale  indicated  above  would  be 
available  for  the  use  of  the  community  under  Socialism, 
but  this  is  wholly  fallacious.  Wealth  would  not  be 
created  to  the  same  extent,  simply  because  production 
would  be  determined  by  other  factors  than  those  by  which 
it  is  determined  under  the  present  regime. 

The  foundations  of  wealth  are  Agriculture  and  Manu- 
facture in  conjunction  with  Commerce,  and  as  such  form 
a  solid  support  for  the  political  economy  of  a  powerful 
nation.  Great  Britain  has  long  enjoyed  pre-eminence 
in  two  of  these  directions.  Not  only  does  she  exchange 
on  a  large  scale  commodities  of  her  own  production  for 
the  commodities  of  other  nations,  but  she  exchanges 
yet  again  the  commodities  which  she  has  thus  obtained. 
For  example,  she  imports  rice  from  India  and  tobacco 
from  America  in  exchange  for  manufactured  cotton  and 
other  goods,  and  then  sends  some  of  the  rice  and  tobacco 
to  Africa  in  exchange  for  cocoa,  coffee,  dried  fruit,  etc. 
She  buys  raw  cotton  from  America,  manufactures  it  in 
her  busy  Lancashire  mills,  and  sends  it  all  over  the 
world  in  exchange  for  the  produce  of  every  clime.  A 
marvellous  thing  is  Commerce,  that  is,  the  world-wide 
Commerce  initiated  by  Great  Britain  and  made  possible 
by  that  inborn  love  of  the  sea  which  in  spite  of  the  atten- 
dant dangers  and  hardships,  never  fails  to  secure  men 
for  the  ships. 

We  manufacture  on  a  large  scale,  we  exchange  on  a 

21 


THE  SOCIALIST  ILLUSION 

large  scale,  and  we  supply  capital  to  other  countries  to 
enable  them  to  produce  commodities  or  pay  for  their 
wars  or  build  railways,  tramways,  electric  power  supply 
stations,  waterworks,  gasworks,  etc.  Our  position  as  an 
aggregation  of  people  earning  upwards  of  £1,700,000,000 
a  year  is  due  to  our  Industry  and  Commerce  rather  than 
to  our  natural  resources  other  than  coal. 

The  British  Isles  are  in  reaUty  poor  countries,  and  the 
inhabitants  would  cease  to  create  wealth  if  they  attempted 
to  alienate  Commerce  from  Industry. 

Now  it  is  not  conceivable  that  under  SociaHsm  there 
would  be  any  Commerce  to  speak  of,  for  Socialism  pre- 
supposes a  condition  under  which  commodities  would  be 
produced  for  use  and  not  for  trade,  and  presupposes 
further  the  eHmination  of  competition  in  regard  to  labour 
and  commodities  and  the  equaUzation  of  the  value  of  labour 
power. 

Thus  our  theorists  are  confronted  with  a  tremendous 
fundamental  delusion.  On  the  one  hand  they  rely  upon 
the  wealth-producing  power  of  the  nation  as  a  support 
for  their  argument  that,  socialized,  such  power  would 
banish  poverty  and  secure  comfort  for  all ;  and  on  the 
other  they  project  a  system  which  would  deprive  the 
nation  of  that  power.  If  the  extensive  production  of 
wealth  depend  upon  certain  well-estabUshed  conditions, 
such  for  instance,  as  an  organized  industrial  system,  com- 
petition, world-wide  commercial  relations,  abundance 
of  labour,  cheap  food,  etc.,  it  is  not  to  be  supposed  that 
an  abolition  or  revolutionary  alteration  of  those  conditions 
would  leave  the  power  to  produce  wealth  unimpaired. 
Socialism  involves  the  production  only  of  sufficient  com- 
modities for  the  subsistence  of  the  people,  and  between 
this  and  the  production  of  wealth  on  the  scale  which  at 
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present  obtains  there  is  fixed  a  great  gulf  which  neither 
the  sophistries  of  Fabians  nor  the  platitudes  of  Social 
Democrats  will  ever  bridge. 

Socialists  in  destroying  Commerce  would  destroy  the 
machinery  for  producing  wealth  while  at  the  same  time 
expecting  to  have  as  much  wealth  as  ever,  which  is  on 
the  same  principle  as  that  which  actuates  the  boy  who 
eats  his  cake  and  still  expects  to  have  it.  But  we  shall 
be  answered  that  it  is  not  proposed  to  destroy  the  means 
of  wealth  production,  but  only  to  transfer  it  to  the 
"  State ''  to  be  used  for  the  common  good  :  a  great  pro- 
position worthy  of  an  economic  Napoleon,  but  without 
any  practical  substratum. 

Delusions  as  to  the  "  State  "  and  what  it  can  do  are 
common  amongst  the  exponents  of  Socialism.  The 
State  is  regarded  as  a  sort  of  detached  entity,  some  power 
aloof  from  and  yet  intimately  connected  with  the  people 
over  whose  concerns  it  exercises  a  beneficent  and 
fatherly  supervision,  which,  nevertheless,  is  exactly  what 
the  State  never  can  be  or  do.  The  State  is  the  Sover- 
eignty of  the  nation  as  a  whole,  and  under  Socialism  it 
would  only  have  at  its  disposal  what  the  citizens  produced. 
It  would  not,  therefore,  be  able  to  give  to  its  individual 
citizens  more  than  the  proportion  of  service  which  those 
citizens  could  yield,  without  encroaching  upon  the  labour, 
or  proportion  of  service,  of  other  citizens.  In  other 
words,  an  individual  citizen  could  only  receive  from  the 
State  that  for  which  he  could  exchange  labour  power  or 
service.  The  State  could  not  give  anything  to  its 
citizens.     It  could  only  exchange  value  for  value. 

Still,  a  point  of  considerable  importance  is  forced  upon 
us  here.  Although  the  State  cannot  part  with  commodi- 
ties except  for  their  exchange  value,  whether  expressed 
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in  labour  power  or  othenvise,  the  following  position  may 
easily  be  set  up. 

Amongst  a  body  of  workers  there  will  always  be  a  few 
who  in  a  given  time  will  produce  more  than  the  average 
value.  Thus,  supposing  a  hundred  men  to  be  able  to 
produce  in  three  days  an  aggregate  value  in  commodities 
of  £ioo,  the  average  production  per  man  is  £i ;  but  there 
are  ten  men  in  this  group  who  are  especially  energetic, 
alert,  dexterous,  and  they  produce  amongst  them  no  less 
than  £20  of  the  total  value,  or  an  average  of  £2  per  head. 
The  ninety  men,  therefore,  are  able  to  exchange  £90 
worth  of  labour  power  solely  because  the  other  ten  pro- 
duce more  than  the  average.  Working  apart  from  the 
ten  those  ninety  men,  as  we  see,  would  only  have  produced 
£80.  So  far  as  the  State  is  concerned  it  gives  nothing  ; 
it  requires  value  for  value  ;  but  that  does  not  prevent 
it  from  taking  the  surplus  from  the  minority  in  order 
to  "  make  weight  "  in  exchanging  commodities  with  the 
majority.  And  thus  we  have  the  exceedingly  curious 
result,  surely  not  contemplated  by  our  theorists,  that 
under  Socialism  the  majority  would  Hve  to  a  certain 
extent  upon  the  labour  of  the  minority,  a  complete  reversal 
of  the  generally  accepted  doctrine. 

In  a  Socialist  state  this  condition  of  things  would  soon 
be  perfectly  apparent,  but  we  doubt  whether  it  would 
be  viewed  with  satisfaction  by  our  hypothetical  10  per 
cent.  It  would  most  certainly  interfere  with  that  happy 
spirit  of  brotherhood  necessary  to  the  pennanence  of  a 
millennium,  and  would  speedily  lead  to  a  re-adjustment 
of  wages  upon  a  basis  of  productive  power,  establishing 
in  the  end  those  class  distinctions  which  would  be  fatal 
to  Equality.  And  without  EquaUty  Socialism  would 
be  a  dead  letter. 
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CHAPTER    III 
ECONOMIC  FACTORS 

(a)  The  Rewards  of  Labour  and  of  Capital 

OF  recent  years  there  has  been  a  tendency  amongst 
SociaHst  writers,  influenced  it  may  be,  by  the  arch 
desire  to  capture  the  better  educated  of  our  citizens, 
to  treat  Socialism  from  the  historical  or  evolutionary 
standpoint.  Such  a  view  may  be  interesting  to  the 
academic  mind,  but,  as  has  already  been  shown,  is  largely 
discounted  by  the  fact  that  Collectivism  or  Communism, 
which  was  the  original  of  SociaUsm,  was  the  product  of 
very  primitive  societies,  and  was  merely  a  stepping-stone 
to  Feudalism.  The  evolutionary  theory  is  really  ground- 
less, and  we  need  not  dwell  longer  upon  it. 

The  real  question  at  issue  is  merely  that  of  the  dis- 
tribution of  wealth  as  between  Labour  and  Capital. 

The  complaint  of  social  reformers  is  that  there  is  too 
great  a  disparity  between  the  rewards  of  Labour  and  the 
rewards  of  Capital.  The  theory  of  Adam  Smith,  Ricardo, 
and  others,  which  was  endorsed  by  Marx  and  his  school, 
and  became  the  basis  of  Social  Democracy,  viz.,  that 
Labour  is  the  source  of  all  wealth,  has  led  to  unbounded 
confusion  and  misconception.  Workers  the  world  over 
have  fallen  down  and  worshipped  at  the  comfort-giving 
shrine  of  this  fetish.    By  Labour  of  course  they  under- 
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stand  mechanical  and  unskilled  labour,  the  labour  of 
artisans,  manual  labour.  And  ultimately  they  arrive 
at  the  conclusion  that  inasmuch  as  Labour  as  inter- 
preted by  them  creates  all  wealth.  Labour  is  entitled  to 
the  entire  wealth  created.  Marx,  filled  with  this  idea, 
poured  out  verbal  Niagaras  in  his  endeavour  to  prove 
that  the  capitalist  wrongly  appropriated  the  surplus 
value  or  profit  resulting  from  the  application  of  labour 
to  raw  material. 

Now  to  us  it  is  astonishing  that  SociaHst  reformers 
from  Marx  downwards  have  taken  no  account  of  these 
two  important  factors. 

(a)  Labour,  while  assisting  in  the  production  of  wealth, 
receives  its  certain  reward  in  the  form  of  wages,  but  takes 
no  financial  risk. 

(b)  Capital,  also  assisting  in  the  production  of  wealth, 
may  or  may  not  receive  its  reward,  but  takes  all  the  risk. 

The  average  wage-earner,  who  perhaps  may  be 
an  ardent  reformer,  and  can  see  no  virtue  in  existing 
conditions,  will  be  surprised  to  learn  to  what  extent  he 
and  his  compatriots  are  supported  by  capitalists  who 
make  no  profit  out  of  his  labour. 

The  Registrar  of  Joint  Stock  Companies  can  tell  a  dole- 
ful tale  of  the  number  of  undertakings  which  come  to  grief 
and  are  wound  up  after  a  very  short  career. 

Now  the  losses  incurred  by  these  companies,  prodigious 
in  the  aggregate,  are  represented  to  a  large  extent  by 
money  paid  in  wages.  That  is  to  say.  Labour  power 
after  receiving  its  reward  not  only  has  left  nothing  as  a 
reward  for  Capital,  but  has  consumed  practically  the 
whole  of  the  capital  itself. 

And  such  an  instance  is  by  no  means  of  an  exceptional 
character,  as  the  records  of  Somerset  House,  the  Com- 
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panics'  Winding-up  and  Bankruptcy  Courts,  and  the 
published  statements  of  public  companies  all  show. 

But  arm-chair  theorists  assume  an  invariable  surplus 
value,  and  have  nothing  to  say  of  deficit  or  minus- 
value. 

As  an  illustration  of  what  happens  in  actual  practice 
let  us  suppose  that  a  group  of  capitalists  agree  together 
to  start  a  manufacturing  business  and  pool  their  money 
to  the  extent  of  a  quarter  of  a  milHon  pounds  in  providing 
the  necessary  capital.  The  directors,  as  soon  as  the 
money  is  subscribed,  proceed  to  carry  out  the  objects  for 
which  the  company  has  been  formed.  A  small  propor- 
tion of  the  capital  is  employed  in  purchasing  a  site ;  then 
the  factory  is  built  at  a  considerable  expenditure  in  wages, 
machinery  installed  and,  ultimately,  the  business  is  com- 
menced in  earnest.  The  workmen  are  got  together,  they 
do  their  first  week's  work  and  receive  a  large  sum  collec- 
tively in  wages.  The  capitaUsts  have  meanwhile  received 
nothing.  The  weeks  go  on  and  at  the  end  of  each  week 
the  men  receive  their  wages.  The  undertaking  struggles 
along  for  a  year,  two  years,  three  years.  It  is  not  success- 
ful from  its  inception,  but  men  are  sanguine,  they  do  not 
realize  when  they  are  beaten ;  they  are  loth  "  to  throw 
up  the  sponge."  The  goods  are  not  produced  at  a  profit ; 
raw  material  gets  dearer ;  the  harvests  are  not  good  ; 
the  weather  is  bad  ;  demand  slackens  ;  fashion  changes ; 
ruthless  competition  with  special  advantages  to  help 
it,  contributes  its  quota.  Meanwhile  through  all  this 
time  of  stress  and  anxiety  the  men  week  by  week  are  paid 
their  wages  ;  Labour  receives  its  reward.  Capital  receives 
nothing,  for  there  has  been  no  surplus  value ;  worse  still, 
the  capital  itself  for  the  most  part  has  been  lost.  Labour 
has  drained  the  resources  of  the  company,  which  eventu- 
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ally  gives  up  the  ghost  and  finds  decent  if  perfunctory 
burial  at  Somerset  House. 

In  the  case  of  nearly  all  large  enterprises  such  as  our 
railways,  tramway  systems,  and  electric  lighting  systems, 
there  is  very  little  reward  to  the  capitalist  who  risks  his 
money.  In  many  cases,  indeed,  there  is  no  return  at  all, 
and  never  has  been,  and  the  money  originally  invested 
has,  as  capital,  to  all  intents  and  purposes  been  irre- 
trievably lost.  But  the  workers  who  desire  that  the 
State  should  confiscate  all  these  undertakings  have 
never  taken  any  share  of  the  risk,  or  at  most  never  more 
than  that  of  the  non-payment  of  a  few  days'  wages.  Be- 
fore declaiming  about  the  profits  of  the  capitaUsts  they 
might  well  condescend  to  investigate  the  facts  and 
ascertain  in  how  many  cases  these  capitalists  succeed  in 
obtaining  more  than  4  per  cent,  for  their  money.  If  it 
were  possible  to  furnish  statistics  showing  the  amount 
of  capital  which  in  the  course  of  the  last  hundred  years 
has  been  sunk  in  large  undertakings  in  this  country  alone 
without  returning  any  profit  or  interest  the  result  would 
be  surprising,  but  it  is  not  the  purpose  of  this  work  to 
embarrass  the  reader  with  great  arrays  of  figures,  and 
statistics  are  often  misleading.  But  even  quite  casual 
investigations  disclose  the  fact  that  the  amount  of  capital 
employed  unproductively  is  enormous.  Taking  the  Eng- 
lish railways  alone  there  is  at  the  present  time  an  aggregate 
of  nearly  £90,000,000  upon  which  no  interest  or  dividend 
is  being  paid  at  all.  Then  there  is  a  sum  of  upwards  of 
£500,000,000  invested  in  these  railways,  which  does  not 
return  to  the  proprietors  more  than  3  per  cent,  per  annum. 
And  the  people  whose  money  earns  these  poor  rewards  are 
described  as  vultures,  labour  exploiters,  and  the  rest  of 
it.     On  the  one  hand  we  see  that  they  are  willing  to  risk 
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their  money  in  public  enterprises  which  involve  the 
extensive  enxployment  of  labour  power,  but  which  are 
not  successful  enough  to  give  them  anything  in  return  ; 
and  on  the  other  that  a  reward  of  3  per  cent,  is  all  they 
obtain  on  millions  of  pounds  invested.  These  "  hungry 
capitalists  "  are  the  men  who,  it  is  claimed,  have  no  right 
to  exist  in  the  State,  but,  in  the  heat  of  argument,  it  is 
wholly  forgotten  that  the  huge  sums  of  money  in  question 
have  to  a  large  extent  gone  into  the  pockets  of  the  workers, 
and  have  been  the  means  of  maintaining  hundreds  of 
thousands  of  families  throughout  the  country. 

Our  railways  are  run  upon  a  bare  margin  of  profit  such 
as  in  ordinary  commercial  enterprises  would  be  regarded 
as  wholly  inadequate.  A  statistician  recently  computed 
that  the  average  gross  profits  of  all  the  EngUsh  railways 
were  8  per  cent,  of  the  capital,  and  out  of  this  8  per  cent, 
all  charges  for  management,  interest  and  dividends  had 
to  be  met.  Eight  per  cent,  is  not  a  fair  working  gross 
profit,  and  the  result  is  that  the  much  abused  capitalist 
has  to  suffer.  That  the  public  may  be  served  efficiently 
and  cheaply  and  trade  assisted  by  cheap  carriage,  the 
investor  must  either  go  without  a  return  altogether  or  be 
content  with  a  meagre  percentage  upon  his  capital. 

It  is  often  urged  that  the  nationalization  of  undertakings 
by  the  State  should  commence  with  the  railways.  But 
to  bring  the  railways  into  line  with  Socialistic  ideas  is 
but  a  step.  They  are  already  run  more  for  the  public 
benefit  than  for  private  gain.  On  the  other  hand  the 
wages  of  labour  are  the  stumbHng-block  in  the  path  of 
success  of  thousands  of  struggling  enterprises.  These 
wages  must  be  paid  in  cash  from  week  to  week,  and  thus 
is  seen  a  steady  drain  upon  the  resources  of  the  pro- 
prietors, who,  maybe,  are  fighting  hard  with  a  totally 
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inadequate  working  capital.  Meanwhile  the  goods  which 
are  produced  often  have  to  be  sold  on  Bills  of  Exchange 
which  will  not  mature  until  some  months  hence.  The 
worker  takes  no  risk.  The  employer  faces  all  the  risk 
and  loss  arising  from  bad  judgment,  bad  workmanship, 
spoilt  material,  long  deferred  payment,  bad  debts,  the 
rising  prices  of  raw  material,  and  the  faUing  prices  of  the 
finished  article.  But  these  considerations  have  no  place 
in  the  premises  of  our  theorists  who  plead  for  social 
reconstruction. 

The  reward  of  capital  as  such  cannot  be  regarded  as 
being  upon  a  liberal  basis.  It  is  only  when  it  is  used  in 
conjunction  with  human  ingenuity,  intelligence,  ability 
and  resource  that  it  can  be  utiUzed  so  as  to  produce  a 
fair  return. 

Those  who  argue  against  the  earnings  of  capital  ought 
to  take  into  consideration  the  low  rate  at  which  it  can 
be  employed  in  conjunction  with  perfect  security — that  is 
to  say,  without  any  immediate  human  probability  of  the 
capital  being  lost.  An  interesting  problem  is  here  fore- 
shadowed as  to  what  is  the  real  earning  power  of  capital, 
or,  in  other  words,  to  what  earnings  capital  is  entitled 
apart  from  any  labour  expended  by  the  investor,  a  subject 
for  inquiry  which  might  be  investigated  at  some  length. 
Let  it  suf&ce  for  the  moment  to  point  out  a  fact  which  is 
already  very  well  known,  that  those  securities  which  are 
regarded  by  a  fatherly  Government  as  suitable  for  the 
investment  of  moneys  left  in  trust  for  heirs,  usually  yield 
only  from  2 J  to  5  per  cent,  per  annum.  Let  this  point 
be  forced  home  to  those  who  inveigh  against  the  earnings 
of  capital.  Let  the  worker  who  after  many  years  has  saved 
from  his  earnings  a  hundred  pounds  and  become  a  small 
capitaUst  consider  that  if  he  wishes  that  sum  to  earn 
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its  full  wages  apart  from  any  labour  of  his  own,  and 
with  perfect  security,  the  result  will  hardly  be  more  than 
£5   a  year. 

It  is  only  when  capital  is  employed  in  conjunction 
with  managerial  ability  that  it  is  capable  of  producing 
a  fair  increment.  Thus,  supposing  a  man  to  have  a 
capital  of  £10,000,  he  would,  if  he  chose,  be  able  to  invest 
that  sum  in  a  5  per  cent,  security  which  would  bring  him 
in  £500  a  year,  with  which  he  could  retire  into  the  country 
and  live  at  ease  ;  but,  utilizing  the  capital  in  an  enter- 
prise requiring  the  employment  of  his  entire  energies  and 
ability,  he  succeeds,  it  may  be,  in  securing  an  income  of 
15  per  cent.,  which  is  equal  to  £1,500  a  year.  No  one  will 
assert,  however,  that  this  manufacturer's  capital  has  earned 
£1,500  a  year,  because  its  actual  earning  capacity,  apart 
from  his  labour,  is  a  bare  £500,  and  the  remaining  £1,000 
must,  therefore,  be  the  wages  of  the  manufacturer  for  the 
employment  of  his  abilities.  But  the  manufacturer  has 
been  dependent  upon  other  persons  whom  it  has  been 
necessary  for  him  to  employ  in  order  to  assist  him  in  pro- 
ducing the  commodities  to  which  he  has  given  his  special 
attention.  Unaided  he  could  produce  but  little.  With  the 
assistance  of  a  hundred  men  he  employs  his  £10,000  fully, 
keeps  a  busy  factory  going,  supports  a  hundred  families 
in  addition  to  his  own  and  makes  a  surplus  of  £1,000  a 
year.  The  point  urged  is  that  the  manufacturer  is  not 
entitled  to  this  suiplus  ;  the  wages  earned  collectively  by 
ten  of  his  men  barely  equal  the  amount  which  he  receives 
himself.  This  is  the  inequality  which  constitutes  one 
of  the  grievances  leading  to  a  desire  for  a  new  order.  We 
are  not  discussing  for  the  moment  the  right  of  the  manu- 
facturer in  the  first  instance  to  his  capital  of  £10,000. 
Even  this  might  be  called  into  question  in  support  of  the 
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social  argument,  for  it  is  maintained  by  some  that  all 
capital  is  really  the  property  of  the  State ;  but  we  must 
assume  in  passing  that  the  capital  which  already  exists 
actually  belongs  to  the  holders  of  that  capital,  otherwise 
we  are  confronted  by  a  process  of  confiscation  which  the 
more  level-headed  Socialists  do  not  admit  into  their 
creed.  On  the  other  hand  it  will  be  conceded  that  the 
manufacturer  in  utilizing  his  £10,000  in  the  way  sketched 
above  is  rendering  a  greater  service  to  the  community 
than  by  retiring  into  the  country  on  £500  a  year. 

But  to  carry  the  case  farther,  supposing  for  a  moment 
that  Socialism  were  introduced,  so  far  as  this  particular 
case  were  concerned,  and  a  mutual  arrangement  were 
made  by  which  the  manufacturer  would  be  got  rid  of 
and  the  employees  would  take  over  the  control  of  the 
works  for  their  own  advantage,  what  would  be  the  result  ? 
There  would  at  once  apparently  be  a  saving  of  £1,000 
a  year  to  the  advantage  of  the  business,  and  to  carry  the 
arguments  of  the  advocates  of  Socialism  to  a  logical  con- 
clusion, that  sum  should  be  available  for  equal  division 
amongst  the  operatives,  of  whom  we  have  seen  there 
are  one  hundred.  The  money  so  divided  would  be 
equal  to  £10  per  head  per  annum.  Such  an  increase 
would  not  represent  a  very  substantial  improvement 
in  the  financial  position  of  the  worker,  but  other  con- 
siderations at  once  crop  up.  The  hundred  employees 
are  now  without  a  head.  It  becomes  necessary  to  seek 
for  a  man  of  brains  and  knowledge  as  manager,  or  to 
elect  one  of  the  employees  to  that  post.  In  any  case  it 
is  obvious  that  the  hundred  men  cannot  be  expected  to 
carry  on  the  business  without  some  sort  of  management. 
One  of  the  men  may  be  elected  as  manager,  an  operation 
which  will  at  once  inspire  the  intensest  form  of  jealousy 
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in  each  of  the  other  ninety-nine,  and  lead  assuredly  in 
a  short  time  to  the  ruin  of  the  entire  enterprise.  Nor  is 
it  likely  that  one  of  the  employees  will  possess  the  special 
knowledge  and  inteUigence  required  of  a  capable  manager 
such  as  the  manufacturer  has  shown  himself  to  be  by  the 
success  which  he  has  achieved.  In  the  end  an  outside 
manager  will  be  employed  on  a  basis  of  wages  more  or  less 
adequate,  and  the  enterprise  goes  on.  But  a  paid  manager 
is  not  in  the  same  position  as  the  proprietor  of  a  business, 
and  an  equal  amount  of  application  can  hardly  be  expected 
from  him.  Naturally  there  is  a  falling  off,  and  in  due 
course  of  time  the  hundred  employees  find  that  their 
condition  is  worse  rather  than  better.  There  is  not 
sufficient  work  to  go  round,  and  while  they  have  the 
satisfaction  of  running  the  business  on  collective  lines 
they  receive  less  pay.  That  elusive  surplus  value  has 
certainly  not  been  netted  by  them. 

(6)  Capital 

The  amiable  Don  Quixote  imagined  that  ferocious 
giants  lurked  in  all  sorts  of  dark  places,  ready  at  any 
moment  to  do  some  ill  turn  to  human  beings.  They  were 
the  enemies  of  the  race,  and  the  valiant  Don  sought  them 
far  and  wide  on  his  wanderings.  The  first  giant  turned 
out  to  be  quite  a  useful  institution  known  as  a  windmill, 
which  went  on  grinding  com  even  when  the  Knight  tilted 
at  it  and  got  himself  hoisted  by  its  sails. 

We  have  also  our  Don  Quixotes  in  these  days,  but  they 
tilt  at  the  terrible  ogres  CapitaHsm  and  Surplus  Value, 
borne  to  the  encounter  on  the  Rosinante  of  SociaHsm. 
And  they  find  that  their  giants,  seen  at  close  quarters,  are 
doing  useful  work,  such  as  grinding  com  with  which  to 
feed  the  people,  only  they  do  not  say  so. 
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Capital  has  been  defined  a  good  many  times,  but 
there  is  generally  rather  a  vague  conception  of  what  it 
really  is. 

Undoubtedly  the  main  source  of  capital  is  the  simple 
virtue  of  self-control,  the  one  thing  which  most  men 
lack.  Capital  in  its  beginnings,  may  be  said  to  be  some- 
thing which  has  been  produced  or  saved  by  certain  in- 
dividuals of  a  community,  perhaps  even  by  the  collective 
exertions  of  a  community,  and  which  wiU  assist  in  the 
reproduction  or  extended  production  of  commodities. 
Thus,  we  see  that  it  is  something  which  is  obtained  by  the 
expenditure  of  time,  labour  and  thought  in  excess  of  what 
is  required  for  immediate  needs.  In  most  communities 
men  generally  will  be  found  to  do  voluntarily  only  so 
much  work  as  may  be  absolutely  necessary  to  obtain 
exchange  value  for  subsistence,  clothes,  and  shelter,  with 
the  addition  of  some  little  luxuries  to  which  they  have 
become  habituated.  But  a  small  minority — Fourier  says 
it  is  4  per  cent. — do  something  more  than  this.  They 
exercise  the  virtue  of  self-control ;  they  produce  a  little 
more  ;  they  save  a  little  more  ;  they  become  capitalists. 

Yet  the  apparently  simple  question  "  What  is  capital  ?  " 
would,  in  the  minds  of  most  persons,  offer  no  difficulty. 
In  the  financial  markets  of  the  world  most  people  would 
say  capital  is  money  available  for  investment.  But  this 
explains  nothing  or  next  to  nothing.  In  fact  such  a 
solution  is  really  enigmatical,  explaining  only  by  offering 
a  further  subject  for  inquiry.  For  if  you  declare  that 
capital  is  money  you  are  immediately  faced  with  the 
problem  "  What  is  money  ?  "  This  in  turn  would  be 
described  as  so  many  pounds,  dollars,  francs,  marks, 
roubles,  and  we  get  no  help  from  such  a  response.  For, 
after  all,  what  are  these  discs  but  symbols,  facihtating 
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exchange  ?  To  say  that  capital  is  money  helps  us  no  more 
than  to  say  that  rain  is  the  phenomenon  of  water  falling 
from  the  clouds. 

One  must  go  back  to  primitive  times  in  order  to  arrive 
at  a  true  understanding  of  capital.  We  see  a  community 
living  together  for  protection,  sociability,  and  mutual 
assistance.  A  common  language  is  spoken,  certain  laws 
are  made,  and  an  essential  condition  precedent  to  being 
permitted  the  enjoyment  of  the  advantages  of  the  com- 
munity is  that  the  members  should  conform  to  the  laws 
which  are  made  for  the  good  of  all.  Men  necessarily  have 
to  rely  for  their  subsistence  upon  what  the  land  will 
produce.  The  individuals  of  the  community  cultivate 
the  ground  and  are  allotted  certain  areas  until  the  whole 
of  the  land  available  or  suitable  is  taken  up.  That  is  to 
say,  a  sort  of  township  is  formed  with  more  or  less  adequate 
protection  against  enemies  and  wild  beasts,  and  the  culti- 
vable land  is  that  which  is  not  too  far  removed  from  the 
township  and  possesses  the  proper  amount  of  fertility. 
The  units  of  the  community  having  their  allotted  areas, 
put  down  boundary  marks,  and  proceed  to  do  what  they 
can  with  the  land.  It  is  necessarily  a  laborious  task, 
and  results  are  often  disappointing,  but  the  needs  of  a 
primitive  people  are  simple  and  can  be  satisfied  in  a  more 
or  less  adequate  way.  Still  there  is  a  difference  between 
the  methods  of  cultivating  the  lots.  Here  and  there  a 
man  is  more  skilful,  more  industrious,  more  persevering 
than  the  main  body  of  inhabitants.  After  trying  the 
effect  of  scratching  the  ground  with  the  boughs  of  trees 
and  sharpened  stakes,  some  thinking  man  exercises  the 
ingenuity  of  his  mind  and,  after  many  weary  hours,  produces 
a  plough,  an  elementary  sort  of  contrivance,  but  still  a 
plough.    At  the  end  of  a  year  he  probably  has  better 
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crops  than  those  of  his  neighbours,  and,  in  addition,  he 
has  the  plough.  Those  compatriots  of  his  are  not  clever 
enough  to  make  ploughs,  but  seeing  the  success  of  this 
ingenious  man,  they  hire  his  plough,  and  pay  him  so  much 
of  their  produce  for  the  use  of  it.  Now  the  plough  is 
capital,  and  the  ingenious  man,  having  already  secured 
more  produce  from  his  land  than  those  round  about  him, 
and,  moreover,  received  their  produce  in  return  for  the 
use  of  his  plough,  is  richer  than  they.  He  makes  other 
ploughs,  and  so  in  the  course  of  time  becomes  a  rich  man 
and  finds  it  quite  unnecessary  to  till  his  own  land,  for  his 
neighbours  supply  him  with  all  the  commodities  he  needs 
in  exchange  for  ploughs.  He  has,  in  fact,  become  a 
capitalist ;  and  that  is  exactly  how  wealth  is  created. 
Our  primitive  capitalist  was  not  satisfied  with  merely 
scratching  the  ground  with  the  boughs  of  trees,  but,  by 
exercising  his  ingenuity  and  spending  the  time  which  his 
compeers  were  giving  to  pleasure,  he  devised  an  improved 
means  of  pulverizing  the  ground  and  rendering  it  more 
productive.  But,  as  will  be  seen,  he  has  had  to  exercise 
strong  self-control.  Doubtless  such  a  man  would  be 
constantly  fighting  with  his  own  inclinations.  Assuredly 
it  would  be  less  trouble  not  to  think  about  the  matter  at 
all.  His  inclination  would  be  away  from  his  experiments. 
His  neighbours  would  be  enjoying  themselves  with  dance 
and  song  or  in  the  chase.  He  controls  the  desire  to  join 
them,  a  desire  always  strong  and  constantly  in  need  of 
expression.  It  is  only  by  resolute  self-control  that  he  is 
able  to  keep  himself  to  his  task.  But  in  due  time  his 
reward  is  seen ;  he  becomes  the  capitalist  of  the 
community. 

Now  what  was  done  in  primitive  settlements  is  repro- 
duced in  modem  times  on  a  larger  and  more  complicated 
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scale.  Capital  is  something  which  a  man  produces  over 
and  above  what  may  reasonably  be  expected  of  him  in 
a  given  time,  and  something,  moreover,  by  which  further 
production  can  be  facilitated,  something  by  which  more 
wealth  can  be  made.  But  self-control  is  the  first 
essential,  and  this  virtue  is  the  very  foundation  of 
Capitalism. 

Socialists  would  doubtless  argue  that  the  inven- 
tor of  the  plough  was  an  enemy  of  society,  that  he 
wrought  a  distinct  injury  against  the  community  by 
devoting  his  spare  time  to  improving  the  means  of  produc- 
tion and  so  enabling  him  to  become  a  capitalist.  They 
would  probably  also  argue  that  it  would  have  been  much 
better  for  the  community  to  have  gone  on  to  the  end 
of  time  scratching  the  ground  with  the  boughs  of  trees. 
They  would  say  it  is  much  better  to  get  from  the  ground 
the  minimum  that  it  will  produce,  that  it  is  much  better 
that  twice  or  three  times  as  much  labour  should  be 
employed  in  the  process  as  is  really  necessary,  than 
that  Nature  should  be  assisted  to  do  her  best  for  her 
children.  Further,  they  would  contend  that  the  wealth 
created  by  our  ingenious  neophyte  should  be  confiscated 
by  his  fellows  in  order  to  secure  a  reversion  to  the  uni- 
formity which  had  prevailed  before  his  advent.  Thus,  let 
the  community  start  again  with  ploughs  as  a  recog- 
nized institution.  All  the  aspirations  of  our  inventor 
are  stifled.  Foreseeing  first  that  any  effort  he  may 
make  will  be  taken  advantage  of  by  his  compatriots,  and 
then  that  any  reward  which  he  may  receive  will  be  taken 
from  him,  he  decides  to  continue  in  the  groove  which 
his  Socialist  compeers  have  furrowed  for  him  and  for 
themselves.  But  the  aspirations  and  ambitions  of  human 
beings,  no  matter  what  discouragement  be  meted  out, 
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must  prevail  in  the  long  run.  If  the  voices  of  99  men 
are  made  inaudible,  one,  somewhere,  piping  and  almost 
inarticulate,  will  be  heard  ;  the  volatile  spirit  of  genius 
will  rise  Hke  phosphorescent  gleams  over  the  rank  marshes 
of  mediocrity,  and  once  again  the  Hght  of  progress  will 
illumine  the  gloom.  Another  soul,  patient,  persevering, 
self-sacrificing,  invents  the  harrow  ;  in  the  process  giving 
up  the  time  which  others  are  devoting  to  the  joys  of  the 
wassail  bowl,  plodding  at  his  self-imposed  task  while 
others  dance,  and  so  another  advance  is  made.  He  in 
due  time  also  becomes  a  capitalist.  But  Capitalism  is 
wrong,  say  the  SociaHsts.  He  must  be  deprived  of  the 
rewards  which  he  has  earned,  and  a  fresh  start  must  be 
made.  In  such  fashion  Socialism  would  have  us  treat 
individual  genius  and  enterprise.  A  uniform  level  of  duU- 
wittedness  would  be  preferred  to  obtrusive  braininess. 
Had  SociaUsm  obtained  the  power  it  desires,  progress 
would  have  been  checked  again  and  again,  and  to-day 
the  world  might  still  be  the  dweUing-place  of  men  who 
scratched  the  ground  with  boughs  of  trees. 

Political  economists  are  never  so  happy  as  when  they 
are  indulging  in  sweeping  generaUties.  After  all,  nothing 
is  so  easy  or  alluring.  It  is  the  practical  details  that 
trouble. 

Not  the  least  of  these  generaUties  is  the  bold  statement 
originally  formulated  by  Adam  Smith  that  labour  is  the 
source  of  all  wealth.  This  is  pushed  to  the  front  in  every 
work,  in  every  pamphlet,  on  every  platform.  It  runs 
trippingly  off  the  tongue  of  every  orator,  it  is  the  text  of 
every  man  of  thought  in  the  dreary  world  of  economics. 

As  a  natural  corollary  of  this  mischievous  statement 
the  inference  is  that  all  the  wealth  so  created  belongs  to 
the   labourer. 
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But  the  truth  of  the  postulate  can  only  be  conceded 
if  we  include  in  the  term  "  Labour  "  the  special  intelli- 
gence of  isolated  units,  men  who  by  their  self-control  so 
assist  the  means  of  production  that  labour  is  able  to  pro- 
duce not  only  wealth  but  the  surplus  wealth  which  in 
its  turn  facilitates  the  production  of  more  wealth. 

It  happens  also  that  the  wealth  wasted  by  the  labourer 
becomes  the  capital  of  the  capitahst ;  the  extravagance 
of  the  imprudent  majority  leads  to  the  enrichment  of  the 
prudent  minority. 

It  is  not  so  much  what  a  man  earns  as  the  management 
of  those  earnings  that  really  counts. 

It  is  a  weU-known  fact  that  the  workers  in  certain 
industries  where  by  piece-work  large  earnings  result  to  a 
family,  are  really  no  better  off  than  those  in  less  favoured 
trades  where  earnings  are  precarious  and  at  the  best  but 
low.  The  writer  calls  to  mind  at  the  moment  that  while 
the  great  Cotton  Strike  of  1908  was  in  progress,  there  were 
men  relying  for  subsistence  upon  charity  who  a  few  weeks 
previously  had  been  earning  four  or  five  pounds  a  week. 
Hence  the  evils  of  capitalism  are  hot  due  to  the  fact  that 
the  labourer  does  not  receive  the  full  wages  of  his  labour, 
but  to  the  fact  that  he  wastes  those  wages,  and  others 
save  them,  producing  in  the  end  Capitalism. 

In  some  forms  of  employment  there  are,  as  is  generally 
known,  considerable  fluctuations,  resulting  in  a  skilful 
artisan  earning  as  much  as  £15  or  £20  a  week  for  a  few 
months,  and  then  possibly  not  a  fifth  of  such  wages,  or  he 
may  be  wholly  unemployed ;  but  during  the  prosperous 
period  the  man  thinks  himself  entitled  to  Uve  on  chicken 
and  asparagus,  and  drink  champagne  as  a  regular  beverage. 
And  this  is  no  wild  imagining ;  anyone  who  is  conversant 
with  the  habits  of  the  class  referred  to  will  confirm  what  is 
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here  stated.  Moreover,  in  dealing  with  the  vexed  question 
of  unemployment  the  President  of  the  Local  Government 
Board,  a  man  who  has  had  the  most  intimate  acquaint- 
ance with  the  habits  of  the  workers,  has  stated  that  it 
is  not  at  all  uncommon  for  a  workman  to  spend  25  per  cent, 
of  his  wages  on  beer. 

The  money  so  wasted  ultimately  becomes  capital  in 
the  hands  of  others  more  fit  to  use  it.  The  worker 
suffers  through  his  own  folly,  but  he  does  not  bear  his 
troubles  the  more  contentedly  because  he  has  himself 
made  the  whip  with  which  he  is  beaten.  On  the  contrary 
he  betakes  himself  to  the  street  comer  and  rails  against 
the  depravity  of  capitalists,  who,  he  says,  rob  him  of  his 
earnings. 

The  better  educated  Sociahst  of  these  days  does  not, 
without  quaUfication,  claim  that  labour  is  the  source  of 
all  wealth  ;  but  the  better  educated  are  not  in  the  majority  ; 
on  the  contrary,  they  are  probably  represented  by  not 
more  than  i  per  cent,  of  those  who  under  different  banners 
profess  to  be  SociaHsts.  And  this  means  that  there  is  a 
tenacious,  ineradicable,  beUef,  which  dominates  miUtant 
Socialism,  that  mechanical  and  unskilled  labour — the 
labour  of  the  "  hands  "  in  factory  and  workshop — is  the 
basis  of  wealth.  With  these  persons  the  men  of  ideas, 
resource,  ingenuity,  invention,  and  organizing  abihty 
count  for  nothing.  But  the  special  quahties  upon  which 
depend  the  successful  employment  of  labour  are  not 
distributed  evenly  over  bodies  of  workmen. 

The  foundations  of  success  are  ideas.  The  workers 
receive  wages  in  exchange  for  their  work  as  instruments 
in  the  development  of  ideas,  but  that  is  quite  a  different 
thing  from  being  the  source  of  those  ideas.  A  group  of 
workers  without  the  man  of  brains  is  like  a  ship  without  a 
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compass.  It  would  be  absurd  to  expect  success  without 
the  help  of  an  active  intelligence  superior  to  the  in- 
strument. 

Now  there  are  those  who  claim  that  the  intellect  capable 
of  organizing  labour  so  that  it  will  really  produce  wealth 
is  not  entitled  to  a  larger  reward  than  the  manual  workers, 
forgetting  altogether  that  but  for  the  organizer  these 
workers  might  have  no  emplojonent  at  all,  or  at  best 
might  have  to  spend  their  whole  time  in  obtaining  the 
bare  necessities  of  existence.  Illustrations  of  these  con- 
ditions are  abundant,  within  easy  reach  of  the  populous 
centres  where  Socialism  is  most  actively  propagated. 
Take  Ireland,  for  example.  Large  areas  of  this  neglected 
country  are  without  organized  industries,  and  the  in- 
habitants eke  out  an  existence  as  best  they  can,  Uving 
from  hand  to  mouth,  and  for  a  large  part  of  the  year 
on  the  borders  of  starvation.  Change  the  conditions, 
introduce  into  these  districts  manufactures  of  different 
kinds,  open  up  the  mines  neglected  for  many  years,  and 
the  whole  character  of  the  place  is  changed.  Men  earn 
regular  wages,  houses  are  built,  property  increases  in 
value,  shopkeepers  accumulate,  money  is  circulated,  and 
the  communities  become  prosperous. 

If  the  workers  are  responsible  for  the  production  of 
wealth,  if  labour  is  indeed  the  foundation  of  material 
prosperity,  why  do  all  these  people  remain  in  their  present 
abject  condition  ?  If  employers  are  not  really  necessary, 
if  the  workers  are  quite  capable  of  organizing  labour 
and  producing  commodities  under  their  own  direction, 
what  prevents  these  men  from  improving  their  lot  ? 
This  is  a  question  which  social  reformers  will  do  well  to 
consider.  But  the  answer  which  is  here  submitted  is  that 
what    those   districts   need   are   capitaUst   manufacturers 
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willing  to  utilize  their  time  and  resources  for  the  good, 
not  only  of  themselves,  but  of  the  communities  in  which 
they  may  decide  to  settle.  It  is  no  use  for  these  Irish 
peasants  to  say  to  the  mechanics  of  England,  "  Come 
over  and  help  us."  The  mechanics  could  do  nothing 
without  the  organizing  abihty  of  the  men  whom  they 
choose  to  regard  as  their  bitterest  enemies. 

(c)  Surplus  Value  and  Minus  Value 

The  bete  noire  of  our  economic  theorists  is  known  as 
Surplus  Value,  misconceptions  as  to  the  origin,  nature 
and  distribution  of  which  have  contributed  largely  to  the 
spread  of  Socialism  since  the  days  of  Karl  Marx. 

It  has  been  urged  over  and  over  again  in  every  possible 
form  and  on  every  possible  occasion  that  the  great  injus- 
tice under  which  Labour  groans  is  the  persistent  creation 
of  this  surplus  for  the  benefit  of  others. 

Labour  as  generally  understood  in  this  connection  means 
mechanical  and  unskilled  labour  ;  and  by  the  crude  methods 
of  reasoning  generally  in  vogue  amongst  the  votaries  of 
a  new  order  this  kind  of  labour  is  shown  to  be  the  source 
of  surplus  value. 

True,  this  doctrine  is  not  held  by  some  of  the  more 
enlightened  members  of  Socialist  societies ;  but  the 
majority  of  people  will  believe  what  they  wish  to  believe, 
and  workers  when  they  become  SociaHsts  adopt  the 
theory  that  Labour  as  KarLMarx  understood  it,  and  not 
as  the  more  advanced  thinkers  understand  it,  is  responsible 
for  the  production  of  surplus  value. 

The  theory  of  the  production  of  surplus  value  as  pro- 
pounded by  Karl  Marx  and  elaborated  in  the  course  of 
hundreds  of  pages  of  his  work  on  capitalist  production, 
is  fundamentally  unsound,  as  can  be  conclusively  shown. 
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The  theory  itself,  reduced  into  plain  language,  without 
the  aid  of  the  algebraic  symbols,  formulae  and  definitions 
in  which  the  soul  of  this  writer  dehghts,  amounts  to  this. 

{a)  A  manufacturer  takes  a  factory,  fits  it  up  with 
the  machinery  and  plant  necessary  for  his  purpose,  and 
gets  together  a  staff  of  workmen. 

{b)  The   manufacturer  buys   raw   material. 

(c)  The  men  are  put  to  work,  the  machines  are  started, 
and  the  raw  material  is  converted  into  certain  com- 
modities. 

{d)  The  manufacturer,  taking  advantage  of  the  neces- 
sities of  the  workman,  pays  him  as  wages  just  sufficient 
money  to  keep  body  and  soul  together — in  fact,  a  bare 
subsistence  wage. 

(e)  The  simple  value  of  a  commodity  is  just  the  actual 
value  of  the  time  which  the  workman  occupies  in  producing 
it,  plus  the  cost  of  the  raw  material  and  the  wear  and 
tear  of  the  machine. 

(/)  The  time  value  of  a  workman  is  based  upon  the 
commodities  necessary  for  a  day's  bare  subsistence. 

(g)  Six  hours'  work  per  day  is  the  equivalent  of  these 
commodities. 

(h)  Thus  if  a  manufacturer  pays  only  a 'bare  subsist- 
ence wage  he  is  paying  for  six  hours'  work  per  day. 

{i)  The  exchange  value  of  the  commodity  in  course  of 
production  is  based  upon  the  assumption  that  the  com- 
modity is  produced  in  a  multiple  or  fraction  of  a  six 
hours'  day. 

(j)  But  the  manufacturer  exacts  from  the  workman 
twelve  hours'  work  per  day,  and  pays  him  only  on  a  six- 
hour  basis,  thus  making  lOO  per  cent,  profit. 

{k)  The  extra  value  which  the  commodity  acquires 
through    this    curious    process    is    surplus    value,    which 
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accumulates  and  becomes  capital,  to  the  utter  enslave- 
ment of  the  worker,  whose  necessities  are  exploited,  and 
who,  while  capital  grows,  becomes  poorer  and  poorer. 

In  one  translation  cotton  is  the  product  taken  as  an 
illustration,  but  in  a  more  recent  translation  it  is  wool. 
There  may  or  may  not  be  any  significance  in  the  change. 
Perhaps  the  one  translation  was  intended  for  Oldham  and 
the  other  for  Bradford.  It  is  always  an  advantage  for 
men  to  be  able  to  view  a  problem  from  their  own  point 
of  sight.  And  yet  we  do  not  in  this  country  draw 
our  entire  sustenance  from  cotton  or  from  wool.  These 
articles  of  commerce,  important  and  useful  as  they  are, 
do  not  form  the  two  poles  of  the  axis  upon  which  our 
world  revolves.  Still,  cotton  at  the  period  when  Marx 
was  writing  his  book  undoubtedly  loomed  large  in  the 
public  mind.  Its  manufacturers  had  become  an  undis- 
puted force  in  pubHc  Hfe,  and  probably  through  cotton 
more  than  through  any  other  medium,  the  great  middle- 
class  emerged  from  their  comparative  obscurity  into  the 
arena  of  politics,  and  in  fine  became  the  backbone  of  the 
nation. 

With  Marx  let  us  suppose  that  we  have  a  manufacturer, 
a  fuUy-equipped  factory,  a  sufficient  supply  of  raw  material, 
and  trained  workmen  engaged  in  converting  the  raw 
material  into  a  commodity. 

But  long  before  we  can  think  about  profit  we  have,  if 
we  wish  to  follow  Marx,  to  consider  a  whole  series  of 
definitions  of  value,  for  there  are  more  kinds  of  value 
than  one.  We  have  simple  value,  use  value,  value  form 
or  exchange  value,  the  simple,  single,  or  casual  value 
form,  relative  value,  equivalent  value,  the  total  or 
developed  value  form,  the  general  value  form,  and 
ultimately  as  a  sort  of  grand  climax  we  are  introduced 
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to  surplus  value,  which  in  a  moment  as  of  inspiration  we 
discover  that  we  have  known  all  along  in  our  own  un- 
instructed  way  as  profit. 

One  wonders  whether  any  manufacturer  or  merchant 
ever  found  any  practical  use,  any  use  value,  in  short,  in 
all  these  definitions,  which  reminds  one  of  a  certain  class 
of  scientist  who  spends  his  time  in  naming,  classifying, 
weighing  and  measuring  organic  and  inorganic  substances, 
minerals,  plants,  etc.,  for  some  wholly  imaginary  purpose 
never  in  this  life  to  be  achieved.  However  pleasing  to 
the  academic  mind  may  be  inquiries  of  the  Marxian  type, 
it  is  hard  to  see  how  they  will  help  the  man  who  wishes 
to  make  two  blades  of  grass  grow  where  one  grew  before, 
and  to  turn  an  honest  penny  in  trade. 

Having  seen  the  factory  got  into  full  swing  we  can  go 
with  Marx  a  little  farther.  But  we  do  not  look  at  things 
with  his  eyes,  and  it  is  possible  that  we  may  take  a  more 
comprehensive  view.  If  we  gazed  constantly  in  one 
direction,  focusing  only  the  wage-earning  artisan,  we 
should  assuredly  miss  certain  factors  which  might  be 
interesting  and  even  extremely  important  in  arriving  at 
a  fair  general  conclusion.  The  object  which  Marx  had 
in  view  was  to  show  that  the  workmen  alone  were  respon- 
sible for  the  profit  made  in  the  factory.  They  were  paid 
a  bare  subsistence  wage,  which,  for  the  purpose  of 
argument,  was  represented  by  the  value  of  six  hours'  work 
per  day  at  6d.  per  hour  =  three  shillings.  But  owing  to 
the  exceeding  artfulness  of  the  employer,  an  artisan  was 
really  required  to  work  twelve  hours  per  day  for  the 
same  money,  and  thus  the  employer  made  loo  per  cent, 
profit  out  of  his  work.  Whereas  the  workman  was  only 
paid  the  value  of  half  a  day's  work  he  was  called  upon  to 
work  for  his  master  the  whole  day.    The  second  half  of 
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the  day  he  really  worked  for  nothing,  and  that  was  where 
the  "  Laugh  of  the  Manufacturer  "  came  in  (to  use  Marx's 
own  words). 

Faced  squarely  and  fairly  with  the  proposition,  the 
workman  will  undoubtedly  be  the  last  to  admit  that  he  is 
only  paid  a  bare  subsistence  wage.  Witness  against  this 
proposition  the  huge  sums  invested  in  the  Post  Office 
Savings  Bank,  Trustees  Savings  Banks,  Co-operative 
Societies,  Building  Societies ;  and  witness  still  further 
the  existence  of  the  huge  Industrial  Insurance  Companies, 
and  the  enormous  sums  of  money  in  the  hands  of  Friendly 
Societies  and  Trades  Unions.  These  funds  have  been 
contributed,  almost  whoUy  in  some  cases  and  wholly  in 
others,  by  the  working  classes  out  of  the  wages  which  we 
are  told  stop  at  the  limit  of  "  bare  subsistence." 

And  the  fact  that  the  manufacturer  makes  a  profit 
in  the  process  of  converting  certain  raw  materials  or 
partly  raw  materials  into  given  commodities,  is  no  more 
due  to  the  labour  power  employed,  as  an  isolated  instru- 
ment, than  to  any  other  instrument  which  may  be  called 
into  use.  Labour  in  a  general  sense  is  an  essential,  but, 
in  a  particular  sense,  it  is  one  of  several  essentials  which 
it  will  be  interesting  to  examine. 

First,  the  manufacturer  himself  can  hardly  be  regarded 
as  a  negUgible  quantity.  On  the  contrary,  thanks  to  his 
courage  and  enterprise  he  is  entitled  to  be  regarded  as  the 
foundation  and  mainstay  of  the  whole  organization. 
How  came  he  into  being  ?  How  came  he  to  possess  the 
money  power  (capital),  and  given  the  money  power,  which 
may  have  resulted  only  from  a  mere  series  of  accidents, 
how  came  he  to  possess  all  the  necessary  quahfications  as 
an  organizer  of  labour  and  production  ?  Our  theorists 
always  assume  that  the  manufacturer  has  "  arrived  "  and 
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that  he  is  a  highly  successful  man  engaged  in  the  fascinat- 
ing pursuit  of  turning  over  immense  profits,  thereby 
drawing  the  "  hfe  blood  of  the  victims  of  economic 
slavery."  Such  men  as  we  are  considering,  men  qualified 
by  experience,  intelligence,  and  perseverance  to  be  success 
ful  manufacturers,  do  not  descend  in  chariots  from  the 
clouds,  nor  do  they  spring  up  like  mushrooms  during  a 
mild  October  night.  The  beginnings  of  these  men  are 
often  of  the  most  simple,  restricted  character.  It  is  often 
found  that  in  early  days  they  have  been  journeymen 
workers  themselves,  who  possessing  more  ambition  than 
their  fellows,  and  having  the  power  of  self-control  more 
fully  developed,  saved  -what  they  could  during  some 
years  of  prudence  and  thought,  getting  together  what 
they  called  their  capital,  and  ultimately  making  a  great 
plunge  on  their  own  account.  And  the  capital  of  men 
with  such  beginnings  is  often  small  indeed.  £10,  £25  or 
maybe  £100,  will  represent  the  total  available  wealth 
with  which  the  start  is  made.  At  this  moment  the  proud 
possessor  of  a  large  factory  in  a  thickly  populated  district 
of  London,  emplo3dng  hundreds  of  men  and  reaping  the 
reward  of  a  busy,  industrious  Hfe,  is  a  man  known  to  the 
writer.  One  of  the  most  treasured  souvenirs  of  a  bygone 
time  which  this  man  can  produce  is  the  landlord's  rent-book, 
showing  the  small  weekly  payments  which  he  made  for 
a  one-roomed  workshop  in  a  poor  court  not  many  yards 
from  his  present  factory.  In  this  Httle  workshop  he 
started  on  his  own  account  after  working  for  some  years 
at  the  bench  as  a  journeyman  ;  at  first  assisted  only  by  an 
apprentice  and  making  an  uphill  fight,  only  to  be  crowned 
with  success  after  years  of  patient  plodding. 

This  illustration,  which  is  a  true  one,  is  by  no  means 
isolated.     It  is  an  illustration  faithful  to  nature  of  how 
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capitalists  are  made.  A  workman  who  in  later  years 
enters  such  a  man's  factory  knows  nothing  of  the  early 
trials,  the  early  risks,  the  anxieties  of  the  man  who  employs 
him.  He  enters  at  the  era  of  success.  To  him  the  em- 
ployer may  appear  only  as  a  cold-blooded  capitahst  who 
is  occupied  in  exploiting  the  necessities  of  himself  and 
others  for  his  own  profit. 

Who  is  prepared  to  maintain  that  those  who  have  built 
up  productive  businesses  and  been  the  means  of  giving 
employment  to  numbers  of  workmen  are  not  really  in- 
struments of  great  importance  in  the  production  of  surplus 
value  ?  To  say  that  mechanical  and  unskilled  labour  is 
the  sole  source  of  wealth  production  is  to  take  up  a  position 
which  is  utterly  untenable.  The  employer  is  an  instru- 
ment but  for  the  existence  of  which  a  wholly  different 
condition  of  things  would  prevail.  And  there  are  still 
other  instruments  each  of  which  must  play  its  part  in  the 
production  of  surplus  value. 

Self-importance  is  often  a  quality  which  may  readily 
be  converted  into  a  merit,  but  there  may  be  such  a  thing 
as  an  exaggerated  self-importance.  For  instance,  it  is 
quite  conceivable  that  in  a  large  engineering  works  the 
muscular  if  somewhat  grimy  son  of  Vulcan  who  stokes 
the  furnace,  with  pride  considers  that  he  is  the  all-impor- 
tant factor  upon  which  depends  the  successful  working 
of  the  engines.  Or  the  man  who  looks  after  the  belting 
may  say  to  himself  that  his  office  is  one  of  the  greatest 
importance,  for  if  the  belting  were  allowed  to  get  out  of 
order  the  whole  economy  of  the  works  would  be  upset 
and  hundreds  oi  men  would  have  to  stand  idle  for  some  part 
of  the  day.  Nevertheless,  however  well  he  may  regard 
himself,  this  man  is  certainly  not  the  one  instrument 
upon  which  depends  success  any  more  than  is  the  stoker. 
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So  also  the  labour  power  expended  upon  a  commodity 
is  not  more  than  one  factor  in  its  production.  Take,  for 
example,  the  machines  which  are  used.  Probably  the 
actual  construction  of  the  machines  has  been  the  result 
of  mechanical  labour,  but  who  knows  exactly  what  brain 
power  has  been  expended  in  the  invention  and  develop- 
ment of  the  machine,  and  not  only  of  the  machine  as  a 
whole  but  of  the  many  individual  parts  which  in  their 
turn  have  demanded  the  appHcation  of  the  brain  power 
of  perhaps  scores  of  persons  not  one  of  whom  was  a  mere 
artisan  ?  All  the  men  whose  power  of  invention,  intelli- 
gence, and  resource  has  been  expended  in  the  production 
of  the  machine  which  the  artisans  are  using  count  as  factors 
in  the  production  of  surplus  value.  What  applies  to  one 
machine  may  apply  with  equal  force  to  another.  The 
most  minute  details  which  go  to  make  up  the  harmonious 
whole  have  been  the  product  of  various  minds  at  various 
times.  The  motive  power  itself,  whether  it  be  steam, 
electricity,  or  gas,  involves  the  consideration  of  great 
numbers  of  intellects.  All  these  operate  as  factors  in  the 
production  of  surplus  value,  and  there  are  others,  not  one 
of  which  can  be  treated  as  negligible. 

A  manufacturer  does  not  in  a  blind,  uncalculating  way, 
commence  manufacturing  commodities  for  which  there  is 
no  market,  nor  for  which,  even  supposing  there  be  a  market, 
he  cannot  readily  find  buyers.  The  workmen  who  are 
engaged  at  his  looms  or  benches  in  executing  the  orders 
which  flow  into  the  factory  are  not  asked  to  consider  or 
trouble  themselves  as  to  how  orders  are  obtained.  The 
manufacturer  will  tell  you  that  the  principal  thing  is  not 
the  execution  of  an  order  but  the  business  of  securing  the 
order.  The  business  getter  is  one  of  the  great  men  of  a 
commercial  undertaking.    Quite  ordinary  people  can  get 
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the  goods  to  the  market,   but  men  with  some  special 
quaUfications  are  needed  to  find  the  buyers. 

Here,  of  course,  we  shall  be  confronted  with  the 
suggestion  that  we  are  merely  assuming  a  condition 
dependent  upon  capitahst  production  for  profit,  whereas 
man's  needs  can  be  amply  satisfied  under  a  SociaUst 
system  by  production  for  use  only.  But  we,  being  prac- 
tical investigators,  must  perforce  take  things  as  they  are. 
And  if  it  be  urged,  as  it  is,  that  the  chief  grievance  Ues  in 
the  distribution  of  the  profit  once  earned,  and  that  the  profit, 
so  earned,  is  the  result  of  mechanical  and  unskilled  labour 
only,  we  are  entitled  to  show  that  there  are  many  other 
instruments  which  contribute  to  a  successful  result.  Thus 
the  business  getter,  or  commercial  traveller,  looms  large 
in  business  affairs,  and  the  continuance  of  a  job  for  a 
workman  depends  to  a  large  extent  upon  the  ability  and 
appHcation  of  some  man  whom  he  never  sees. 

But  we  still  have  to  consider  the  risks  which  are  taken 
by  the  manufacturer.  These  are  considerable,  and  a 
number  of  causes  may  contribute  to  bad  results  year  after 
year.  Instead  of  a  profit  there  may  be  minus  value  for 
a  series  of  years,  but  the  w^orkman  takes  no  share  of  the 
risks.  Great  fluctuations  in  the  price  of  raw  material,  a 
glut  of  commodities  of  a  like  kind  to  those  in  the  produc- 
tion of  which  the  manufacturer  is  engaged,  may  occur, 
and  the  margin  of  surplus  value  may  suddenly  disappear. 
In  the  course  of  one  year  there  may  be  alternating  periods 
of  gain  and  loss,  but  the  manufacturer  has  to  bear  all  the 
brunt,  he  goes  on  paying  wages  when  his  weekly  returns 
show  him  only  too  plainly  that  the  money  will  not  be 
returned  to  him  again,  but  he  is  a  cheerful  man,  he  keeps 
his  men  together,  pays  them  the  money  which  he  is  losing 
and  hopes  for  better  times,  even  when  he  knows  that  it 
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would  pay  him  better  if  he  closed  his  factory  for  a  period 
and  went  away  for  a  holiday. 

After  all,  what  is  the  net  result  of  the  attenuated  argu- 
ments and  formulae  of  the  exhaustive  work  of  Marx, 
which  is  almost  of  a  sacred  character  in  the  minds  of 
Socialists,  and  has  been  fittingly  described  as  the  bible 
of  social  democracy  ?  It  is  that  the  manufacturer,  being 
a  business  man  who  seeks  some  reward  for  his  work,  buys 
labour  power  just  as  he  would  any  other  commodity  with 
the  hope  of  making  a  profit  therefrom.  This  simple  pro- 
cess, which  is  regarded  as  economically  immoral,  is  the 
foundation  of  trade  and  commerce,  upon  which  depend 
progress  in  the  Arts  and  Sciences,  enhanced  comfort  and 
enjoyment,  and  a  standard  of  well-being  unapproached 
by  any  community  in  which  there  is  no  organization 
of  labour  power. 

But  Marx,  along  with  nearly  all  writers  upon  social 
reconstruction,  assumes  that  surplus  value  is  a  necessary 
consequence  of  capitalist  production.  The  burden  of  the 
song  throughout  is  surplus  value  ;  there  is  not  a  single 
refrain  introducing  "  minus  value."  This  term  indicates 
the  position  which  arises  where  there  is  an  expenditure 
upon  labour  power,  without  securing  an  equal  exchange 
value,  in  other  words,  where  actual  loss  results  from  the 
production  of  commodities. 

What  should  be  the  attitude  of  workmen  towards  the 
Capitalist  in  such  cases  as  these,  and  they  are  only  too 
numerous  ?  Surely  if  it  be  economically  immoral  on  the 
part  of  a  manufacturer  to  take  the  surplus  which  his 
industry  and  capital  produce,  it  is  just  as  immoral  on  the 
part  of  the  workmen  to  retain  the  full  wages  which  have 
been  paid  to  them  and  which  have  been  the  cause  of  the 
loss,  or  minus  value. 
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Consider  for  a  moment  another  example,  that  of  the 
farmer,  who  is  at  the  mercy  of  the  elements,  and  not 
only  of  the  elements,  but  of  all  kinds  of  insect  pests. 
In  certain  parts  of  the  world  locusts  are  a  terror  to  the 
farmer.  After  much  patient  labour  and  waiting,  it  not 
uncommonly  happens  that  in  a  single  hour  the  fields  of  a 
whole  farm  are  entirely  denuded  of  verdure.  The  farmer 
pays  men  wages  to  plough,  harrow,  seed  and  hoe  his 
ground.  He  may  or  may  not  have  a  good  harvest ; 
generally  speaking  the  odds  are  against  him,  but  the  pay- 
ment of  wages  to  farm  labourers  is  not  determined  by 
questions  of  chmate,  storm,  blight,  etc.  Moreover,  even 
in  harvesting,  the  cost  of  labour  is  not  determined  by  the 
number  of  quarters  of  com  which  are  harvested,  by  which 
method  a  more  adequate  apportionment  might  be  achieved. 
The  men  are  paid  for  harvesting  by  a  superficial  measure- 
ment of  the  ground  which  has  grown  the  crops,  so  that 
whether  the  com  be  thickly  or  thinly  grown  the  price 
is  the  same.  And  consider  also  the  iniquitous  system  of 
taxation  as  applied  to  the  farmer,  whose  occupation  is 
admittedly  a  precarious  one.  The  rating  authorities 
first  of  all  fix  an  assessment  upon  the  land,  which  is  his 
principal  raw  material,  and  then,  regardless  of  whether 
his  crops  in  any  given  year  be  a  success  or  failure,  makes  a 
rate  covering  six  months  in  advance.  Those  six  months, 
supposing  they  commence  on  the  ist  April,  will  cover  his 
entire  productive  period,  and  at  the  time  of  making  the 
rate  the  result  of  the  harvest  will  be  entirely  proble- 
matical. And  supposing  a  loss  to  have  occurred,  there  is 
no  sliding  scale,  and  the  rating  authorities  proceed  to  levy 
for  the  next  six  months  a  still  heavier  rate,  because  the 
reUef  of  the  poor  during  the  winter  requires  more 
money. 
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What  do  our  Socialist  workers  know  of  these  things  ? 
In  this  country,  at  all  events,  every  man's  hand  is  against 
the  producer  of  commodities,  but  in  the  case  of  the  farmer 
there  is  the  additional  antagonism  of  the  elements  and  insect 
life. 

The  production  of  surplus  value,  instead  of  being  the 
almost  invariable  result  of  capitalist  production,  is  attended 
with  great  uncertainty  ;  and  we  see  that  so  far  from  there 
being  a  surplus,  there  is  in  a  large  proportion  of  cases  a 
minus.  This  curious  fact  has  hitherto  almost  wholly 
escaped  the  notice  of  SociaHst  writers  ;  and  doubtless  if 
one  were  to  put  it  to  a  group  of  workers  themselves  in  the 
most  direct  fashion  by  instancing  the  factory  in  which 
they  were  engaged  and  which  one  happened  to  know  was 
losing  money,  the  statement  would  be  ridiculed.  The 
workers  have  an  article  of  faith  which  cannot  easily  be 
shaken,  and  it  is  that  employers  make  huge  profits  out  of 
their  labour.  But  the  simple  fact  is  that  large  sums  of 
money  are  constantly  being  paid  away  in  wages  all  over 
the  country  and  in  every  kind  of  business  undertaking 
without  yielding  any  profit  whatever  and  often  resulting 
in  terrific  losses.  The  worker  takes  no  risk,  capital 
takes  all  the  risk  ;  and  where  in  industrial  enterprises 
money  is  lost,  it  is  the  amount  paid  away  in  wages  which 
represents  the  loss,  and  the  workers  are  the  only  gainers. 
They  have  lived  and  put  by  money  all  the  time  that  their 
labour  power,  instead  of  yielding  a  big  toll  of  surplus 
value,  has  been  wholly  unfruitful.  What  an  ogre  is  the 
capitalist  manufacturer  seen  through  Marxian  eyes,  that 
unscrupulous  being  who  reaps  where  he  has  not  sown  and 
grows  rich  on  the  toil  of  the  workers,  whom  he  pays  half 
a  day's  wages  for  a  full  day's  work ! 

Capitalist  organization  of  labour  attracts  all  the  abuse 
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possible.  It  is  the  principle  which  is  assailed,  the 
exploitation  of  labour  power  for  gain,  because,  after  all, 
the  fact  of  one's  losing  is  only  incidental,  one  really  in- 
tended to  gain — to  make  a  profit — to  achieve  surplus 
value. 

Let  us  then  for  a  moment  consider  how  people  fare 
under  unorganized  labour ;  surely  we  shall  see  great  things, 
for  we  are  told  that  organization  really  "  enchains  the 
worker."  The  reverse  ought  to  mean  freedom  and  pros- 
perity. In  all  uncivilized  and  partially  civiUzed  countries 
unorganized  labour  is  to  be  seen  in  operation  and  its  effect 
can  be  noted.  In  remote  country  districts  even  in  Eng- 
land, in  Scotland  to  a  larger  extent,  and  in  Ireland  to  a 
still  larger  extent ;  in  many  parts  of  Europe,  in  Asia,  in 
huge  areas  of  North  and  South  America  and  in  Africa, 
there  are  abundant  illustrations  of  free  labour  working 
out  its  own  ends  without  organization,  and  with  land  free, 
or  so  nearly  free  that  we  can  deem  it  such  for  the  purpose 
of  comparison.  And  wherever  one  sees  primitive  con- 
ditions prevailing  one  finds  a  lower  state  of  general  well- 
being  and  of  education,  the  worst  forms  of  poverty  and 
degradation,  and  one  looks  in  vain  for  surplus  value. 
Men  and  women  live  on  the  border-line  of  destitution  ; 
they  eke  out  a  miserable  existence  half-clad,  half-fed, 
badly  housed,  insanitary  in  their  habits,  without  educa- 
tion and  indeed  any  of  the  amenities  of  life.  But  in  these 
cases  the  inhabitants  are  enjoying  the  full  fruit  or  nearly 
the  full  fruit  of  their  labour.  There  is  no  capitalist 
who  takes  from  them  a  large  share  of  their  earnings, 
everything  but  what  is  required  from  them  as  taxes  is 
enjoyed  by  them,  and  the  net  result  is  poverty  and 
squalor. 

But  surplus  value,  the  bogie  of  the  labourist,  is  always 
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associated,  the  world  over,  with  progress,  whether  it  be 
in  the  material  well-being  of  the  people,  or  on  the  spiritual 
side,  in  education  and  the  Arts  ;  and  where  there  is  no 
surplus  value  one  is  confronted  with  stagnation  and 
destitution. 
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DOES    STATE-ACQUISITION    INVOLVE 
CONFISCATION  ? 

ONE  of  the  best-known  exponents  of  militant 
Socialism  tells  us  that  "  During  the  transition  to 
SociaHsm  .  .  .  there  will  be  no  confiscation  .  .  .  PubHc 
opinion  would  never  tolerate  such  a  thing  .  .  .  The 
community  could  not  stand  any  such  serious  shock  to 
its  life  as  those  contemplate  who  accuse  us  of  planning 
great  acts  of  confiscation." 

This  unqualified  declaration  is  somewhat  staggering, 
and  one  is  impelled  to  ask  whether  it  is  made  on  behalf 
of  a  small  coterie  of  political  economists  who  in  a 
dilettanti  sort  of  way  profess  and  call  themselves 
"  Socialists,"  or  if  it  is  an  article  of  faith  held  by  the 
great  bodies  of  organized  Socialists  all  over  the  world  ? 
The  distinction  is  important,  and  one  is  inclined  to  think 
that  it  has  not  been  more  than  superficially  considered, 
or,  supposing  it  has,  that  the  words  are  tainted  with  a 
MachiavelHan  subtlety  so  intense  as  to  make  one  feel 
like  clay  in  the  potter's  hands. 

Is  this  bland  assurance  given  in  spite  of  the  certain 
knowledge  that  it  is  only  by  confiscation  that  a  regime 
of  Socialism  can  be  introduced  or  does  anyone  really 
believe  what  the  words  imply  ?  Many  professed  Socialists 
say  much  the  same  thing,  although,  apparently,  without 
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authority  from  any  Socialist  organization.  For  example, 
Mr.  Bernard  Shaw  has  stated  in  his  usual  emphatic  way 
that  "  confiscation  is  out  of  the  question  ;  he  would 
not  confiscate  the  land  ;  it  should  be  paid  for  at  the 
ordinary  market  price  with  compensation  for  compulsory 
acquisition." 

These  ideas  are  of  comparatively  recent  growth ;  they 
were  certainly  not  indigenous  to  the  Marxian  forcing- 
beds,  which  produced  revolutionists  who  would  have 
scoffed  at  the  suggestion  of  compensating  capitahsts 
and  landowners,  and  whose  prototypes  of  to-day,  hundreds 
of  thousands  strong  in  Europe  and  America,  would  to  a 
man  disclaim  the  new  idea. 

Socialization  inevitably  means  confiscation,  and  there 
is  no  escape  from  it.  There  would  have  been  no  need 
for  this  chapter  to  be  written  had  it  not  been  for  the 
pubHshed  statements  of  well-known  writers  and  speakers. 
The  outcome  of  those  statements  has  been  of  considerable 
importance,  for  converts  in  goodly  numbers  have  been 
obtained  from  wholly  unexpected  quarters.  The  middle- 
class — the  much  hated  bourgeoisie  of  other  days — has 
been  drawn  upon  and  has  contributed  its  quota  of 
adherents.  Even  aristocrats  and  great  shipowners  and 
manufacturers  have  come  under  the  spell  of  a  Socialism 
which  imphed  compensation.  It  is  remarkable  that 
such  persons  should  be  misled  by  the  mere  expression 
of  opinion  of  a  few  writers — and  it  is  further  remarkable 
because  if  a  little  thought  had  been  given  to  the  subject 
it  would  have  been  seen  that  there  is  not  the  sHghtest 
foundation  for  such  an  opinion. 

That  the  idea  of  wholesale  confiscation  is  repellant 
to  large  numbers  of  persons,  that  it  is  indeed  incon- 
ceivable in  the  eyes  of  any  level-headed  reformer,  there 

57 


THE  SOCIALIST  ILLUSION 

is  not  the  slightest  doubt ;  but  the  fact  of  danger  is  not 
removed  because  an  ostrich  hides  its  head  in  the  sand, 
and  the  fact  that  confiscation  is  indissolubly  connected 
with  Sociahsm  is  none  the  less  existent  because  it  is 
unpalatable. 

It  is  useless  for  men  like  Mr.  Bernard  Shaw  to  assert 
that  confiscation  is  unthinkable,  because  it  is  well  known 
that  it  is  an  understood  if  not  expressed  item  in  the 
miUtant  programme.  The  fixed  idea  in  the  mind  of  the 
average  Socialist  is  that  the  wealth  now  enjoyed  by  the 
few  is  to  be  wrested  from  them  and  handed  over  to  his 
class  ;  and  we  have  to  deal  with  views  that  are  generally 
and  widely  held,  not  merely  with  those  of  certain 
intellectual  supporters. 

Marx  sought  to  prove  that  the  capitalist  was  a  spoiler 
and  a  robber,  and  the  present-day  followers  of  Marx — 
that  is  to  say  practically  all  those  persons  who  call 
themselves  Socialists — believe  that  theory.  Now  to  take 
from  a  robber  his  ill-gotten  gains  and  hand  them  back 
to  the  rightful  owners  is  not  confiscation  but  restitution  ; 
and  if  a  man  once  becomes  thoroughly  imbued  with  the 
idea  that  something  which  really  belongs  to  him  has 
been  wrested  from  him  by  another,  it  is  wholly  useless  to 
lecture  him  on  general  principles.  For  many  years  the 
propagandists  in  all  countries  have  been  teUing  the 
workmen  that  they  are  little  better  than  industrial  helots 
and  that  they  are  the  victims  of  an  organized  system  of 
robbery  and  spoUation  on  the  part  of  landowners  and 
capitalists.  They  tell  them  that  the  only  way  of  escape 
open  to  them  is  to  obtain  political  power,  overthrow 
Capitalism,  and  take  the  means  and  instruments  of 
production  into  their  own  hands.  SociaHst  workmen 
believe  that  the  riches  of  well-to-do  people  ought  to  belong 
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to  them  and  the  promise  of  SociaUsm,  ever  present  to 
their  minds,  is  that  if  they  could  "  regain  those  riches," 
they  would  be  able  to  enjoy  the  luxuries  and  comforts 
which  they  see  the  rich  enjoy,  and  that  they  would  have 
an  all-round  good  time,  of  which  a  regular  six,  eight  or 
ten-hour  working  day  and  an  employer  would  form  no 
part  whatever.  That  the  mass  of  SociaHsts  hold  these 
views  and  that  there  could  be  no  "  mass  of  Socialists  " 
unless  these  were  the  views  that  generally  obtained,  are 
statements  that  can  be  maintained  unhesitatingly  and 
without  fear  of  contradiction. 

This  being  so,  how  can  anyone  suppose  that  the  notion 
of  compensation  would  ever  enter  the  heads  of  such 
people  ?  To  compensate  a  robber  and  despoiler  would 
be  the  height  of  absurdity.  Besides,  wno  would  com- 
pensate ?  Not  the  workers  themselves,  because  if  they 
had  it  in  their  power  to  give  value  for  value  they  would 
be  in  no  different  position  than  before.  And  in  any  case 
to  pay  for  the  good  things  of  life  would  be  quite  a  prosaic 
proceeding  compared  with  obtaining  them  by  poHtical 
power,  suddenly  and  in  immense  quantities  on  that  great 
day  when  the  shackles  of  economic  slavery  fell  from  the 
limbs  of  the  workers. 

But  let  us  leave  these  crude  but  popular  notions  out 
of  consideration  for  the  present  and  assume  that  the 
State  will  acquire,  not  by  compensation,  but  by  purchase, 
the  land  and  capital,  including  all  property,  factories 
and  machinery,  raw  and  manufactured  material,  and 
generally  all  the  instruments  of  production  and  distribution. 
Nothing  is  easier  than  to  indulge  in  comprehensive 
assumptions  of  such  a  character ;  our  theorists  of  the 
scientific  school  of  Sociahsm  revel  in  them.  We  have 
long  Fabian  essays,  not  the  least  of  which  is  that  written 
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by  Mrs.  Besant,  which  tells  us  quite  unequivocally  that 
the  State  will  do  this  and  that,  but  without  venturing 
to  suggest  how. 

It  will  be  interesting  to  examine  this  proposition : 
"  the  State  will  compensate,"  and  see  where  it  will 
lead  us. 

First  of  all  we  have  to  consider  the  identity,  functions 
and  powers  of  the  State.  We  have  sdready  seen  that  on 
these  points  there  appears  to  be  an  astonishing  amount 
of  confusion  in  the  minds  of  the  exponents  of  SociaUsm, 
by  whom  the  State  is  regarded  as  a  distinct  entity,  a 
wonderful  living  mechanism  capable  of  the  most  multi- 
farious functions  and  invested  with  almost  supernatural 
powers.  But  on  reflection  one  is  induced  to  think  that 
this  confusion  is  more  apparent  than  real,  for  social 
reformers  often  evade  practical  problems  by  throwing 
upon  the  State  the  burden  of  finding  their  solution.  There 
are  times  when  the  most  apt  debaters  have  to  take  refuge 
in  some  plausible  sophistry  in  order  to  bolster  a  weak 
argument.  So  when  strong  practical  objections  are  raised 
to  one  or  another  of  the  far-reaching  propositions  in  regard 
to  social  reconstruction,  one  can  reply  "  That  need  not 
trouble  you — the  State  will  see  to  that."  For  instance, 
supposing  you  advance  the  suggestion  that  in  a  demo- 
cratic state  it  would  be  practically  impossible  to  secure 
and  retain  men  of  directive  ability  for  State  industries 
without  giving  them  those  special  inducements  which 
would  in  effect  utterly  undermine  democratic  principles, 
one  can  assure  you  that  it  would  be  a  part  of  the  function 
of  the  State  to  train  its  overseers,  and,  when  trained, 
to  reward  them  in  such  a  way  as  not  to  interfere  with  the 
ideal  of  equaUty.  True,  such  a  reply  is  no  reply  at  all 
because  it  avoids  the  practical  issue,  but  it  is  a  temporary 
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device  which  as  soon  as  the  applause  of  one's  supporters 
dies  away,  enables  one  to  plunge  into  another  subject. 

It  is  declared  that  the  State,  which  is  the  nation  as  a 
whole,  rich  and  poor  alike,  and  not  a  separate  and  all- 
powerful  entity,  will  acquire  from  certain  sections  of  the 
nation  certain  property — Land,  Capital  (or  commodities). 
Factories,  Mines,  Railways,  etc.,  etc. — possessed  by  such 
sections.  It  will,  moreover,  acquire  those  things  com- 
pulsorily,  but  subject  to  compensation  ;  that  is,  it  will 
purchase  them. 

But  the  State  possesses  nothing  apart  from  what  the 
citizens  themselves  possess  ;  it  has  no  separate  fund, 
no  wherewithal  to  compensate  or  pay.  An  entire  nation 
cannot  buy  all  the  private  property  of  its  citizens  without 
acquiring  the  means  of  doing  so.  Conceivably  the 
United  Kingdom  could  buy  all  the  private  property 
within  its  border  by  raising  external  loans,  thus  creating 
an  enormous  debt  in  favour  of  a  number  of  more  or  less 
powerful  States,  but  that  would  mean  virtually  the 
sacrifice  of  its  independence  and  would  establish  a  position 
which  would  be  tantamount  to  a  sale  of  the  country.  It 
would  be  impracticable,  of  course ;  and  one  cannot 
suppose  that  it  would  be  seriously  suggested  even  by  the 
most  visionary  of  Socialists  ;  but  if  it  were,  it  would  be 
necessary  to  assume  that  this  country  was  the  only  one 
which  decided  to  turn  Socialist  for,  if  not,  other  States 
would  assuredly  have  their  own  problems  of  compensation 
to  face  and  might  even  be  looking  to  us  to  help  them. 
We  can  doubtless  put  aside  once  for  all  the  possibility 
of  external  financial  assistance  as  being  unworthy  of 
serious  consideration.  If  in  other  countries  the  existing 
regime  were  maintained  while  in  our  country  alone 
Socialism  obtained  political  power,  we  can  be  quite  sure 
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that  even  if  we  tried  to  obtain  external  loans  we  should 
naeet  with  a  flat  refusal  from  foreign  capitaUsts,  who 
would  certainly  not  be  wilhng  to  finance  a  SociaUst 
experiment  in  direct  opposition  to  their  own  views.  This 
being  so,  the  British  people  would  have  to  arrange  their 
scheme  of  compensation  entirely  within  their  own  borders. 

While  a  most  interesting  problem  is  here  foreshadowed 
it  is  one  with  which  Sociahsts  have  never  attempted 
seriously  to  grapple,  and  perhaps  for  the  very  excellent 
reason  that  they  have  regarded  its  solution  as  next  to 
impossible. 

A  State  can  raise  money  from  one  or  more  sections 
of  the  inhabitants  by  way  of  loan  or  taxation  and  pay  it 
to  another  section  or  sections  by  way  of  purchase  or  loan. 
An  illustration  is  afforded  by  the  Irish  Loan,  which 
represented  money  borrowed  by  the  State  of  Great  Britain 
and  Ireland  from  private  capitalists,  large  and  small, 
all  over  the  realm,  for  the  purpose  of  faciUtating  the 
Irish  Land  Purchase  Scheme.  Further  illustrations  are 
offered  in  abundance  by  municipal  undertakings  which 
are  financed  by  loans  obtained  through  the  contributions 
not  of  the  local  inhabitants  only  or  mainly  but  of 
capitalists  generally  throughout  the  country. 

It  is  doubtless  due  to  these  and  similar  examples  that 
Socialists  have  been  led  astray  in  estimating  the  extent 
to  which  State-purchase  can  be  applied.  But  there  is 
a  vast  distinction  between  the  financing  of  certain  isolated 
national  or  municipal  schemes  and  the  acquisition  by  the 
State  of  all  property  and  all  commercial  undertakings. 
You  can  borrow  from  one  section  of  the  community  in 
order  to  purchase  the  property  of  another  section,  but 
you  cannot  borrow  the  entire  wealth  of  the  country  in 
order  to  purchase  the  entire  wealth  of  the  country.     Such 
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a  proposition  introduces  one  to  a  conception  of  things 
as  fanciful  as  that  which  animated  the  mind  of  Lewis 
Carroll,  but  wholly  beyond  the  range  of  practical  politics. 

An  equitable  compensation  means  the  award  of  value 
for  value.  Thus,  the  value  of  the  entire  wealth  of  the 
nation  indicates  the  ratio  of  the  exchange  value  of  that 
wealth.  From  whom  is  the  equitable  exchange  value 
to  be  obtained  ?  The  State  possesses  nothing  beyond 
what  the  whole  of  the  people  comprising  the  State  possess. 
In  order,  then,  to  compensate  the  people  for  the  property 
which  it  is  proposed  shall  be  acquired  from  them  by  a 
compulsory  process,  the  State  must  borrow  from  them 
the  means  with  which  to  compensate  them.  In  other 
words,  the  State  cannot  compensate  the  capitalist  without 
first  obtaining  from  the  capitahst  the  means  of  compensa- 
tion. Thus,  we  see  that  there  could  be  no  compensation 
which  would  have  any  real  meaning  for  capitahsts. 

Let  us  proceed  at  once  to  consider  an  alternative  which 
is  perfectly  obvious,  but  none  the  less  unsound,  as  we 
shall  find. 

Our  theorists  will  propose  to  issue  interest-bearing 
bonds  or  increase  the  Consolidated  Fund  to  the  extent 
of  the  full  ascertained  value  of  all  fixed  property  and 
undertakings.  These  bonds  will  then  be  given  to  the 
owners  as  the  purchase  consideration.  It  is  easy  to 
imagine  our  arm-chair  regenerators  disposing  of  the 
whole  matter  by  this  simple  process  and  rising  from  the 
task  with  a  profound  sigh  of  satisfaction.  The  State, 
after  all,  is  a  wonderful  mechanism  ;  it  can  buy  up  the 
entire  wealth  of  the  community  with  bits  of  paper.  But 
from  great  propositions  let  us  descend  to  quite  modest 
details.  John  Smith,  of  Merrie  England  renown,  is  the 
proud  proprietor  of  a  house  for  which,  as  the  result  of 
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many  years  of  painful  thrift,  he  has  paid  in  soHd  cash 
the  sum  of  three  hundred  pounds.  Worthy  John,  face 
to  face  with  SociaHsm,  duly  arrived  at  last,  finds  that 
he  is  no  longer  permitted  the  ownership  of  his  house. 
The  State  is  to  own  everything,  but  John  need  not 
be  alarmed ;  he  will  be  compensated  for  compulsory 
acquisition.  He  sleeps  in  peace  and,  sleeping,  dreams 
of  the  profit — that  extra  sum  always  accompanying 
these  compulsory  processes — which  will  go  to  his  credit 
over  the  transaction.  But  the  State  has  meanwhile 
been  confronted  with  its  inevitable  problem  of  payment 
and  says  to  John,  much  to  his  astonishment,  "  We  must 
buy  your  house  because  that  is  an  essential  part  of  our 
scheme,  but  we  cannot  pay  you  anything.  Here  is  a 
piece  of  paper  acknowledging  that  we  owe  you  the 
money."  John,  being  a  simple  sort  of  fellow,  scratches 
his  head  and  endeavours  to  console  himself  with  the 
reflection  that  it  is  never  too  late  to  learn,  but  at  the 
same  time  regrets  that  he  never  thought  of  applying  the 
same  method  of  purchase  in  his  own  private  concerns  ; 
it  would  have  rendered  the  acquisition  of  property  so 
simple  compared  with  that  of  paying  for  it  in  hard-won 
gold.  None  the  more  is  he  contented,  though,  with  his 
bit  of  paper  and  the  loss  of  his  house. 

From  the  simple  to  the  elaborate,  from  the  small  to 
the  great.  We  can  all  understand  and  appreciate  a 
concrete  example  such  as  that  of  John  Smith's  bargain  ; 
we  can  grasp  all  its  significance  at  once  ;  but  when  we 
hear  in  general  terms  of  the  State  acquisition  of  all  the 
means  and  instruments  of  production,  mines,  railways, 
canals,  and  what  not,  we  are  left  with  a  vague  perception 
only  of  what  it  all  means.  A  little  wholesome  attention 
to  details  would  have  the  effect  of  removing  much  confusion 
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from  the  minds  of  some  of  us.  Let  John  Smith's  friends 
put  it  to  the  thousands  of  small  property  owners,  small 
factory  owners,  and  small  business  owners,  how  they 
expect  to  be  paid  by  the  State  when  the  Great  Day  of 
Socialism  arrives,  and  for  the  time  being  leave  out  of 
consideration  altogether  the  large  capitahsts,  who  are 
well  able  to  take  care  of  themselves.  The  result  should 
be  interesting.  The  system  of  robbing  Peter  to  pay  Paul 
may  be  attractive,  but  nobody  wants  to  be  Peter ;  and 
Peter  is  represented  by  a  huge  proportion  of  the  population. 
The  industrial  classes  are  capitahsts  to  an  extent  of  which 
surely  the  average  agitator  can  have  no  conception.  As 
an  illustration,  not  complete,  but  highly  suggestive,  the 
following  figures  may  be  useful  in  the  direction  of  en- 
lightenment. They  represent  the  investments  of  or 
funds  belonging  mainly  to  the  industrial  classes  of  the 
United  Kingdom  and  are  taken  from  the  Board  of  Trade 
Returns  : — 


Friendly  Societies 
Co-operative  Societies 
Trade  Unions  .  . 

Friends  of  Labour  Loan  Societies 
Workmen's  Compensation  Schemes 
Post  Office  Savings  Bank 
Trustees  Savings  Banks 
Railway  Savings  Banks 
Building  Societies 


Total 


52,620,542 

49,941,142 

5.449,763 

255,755 

187,970 

169,988,784 

60,632,468 

5,666,389 

70.348,997 

;^4i5,092,363 


This  does  not  include  money  contributed  to  Industrial 
Insurance  Companies,  the  aggregate  funds  of  which  may 
easily  increase  the  above  total  to  £600,000,000. 

Under    the    system    of    State-purchase   which    we    are 
considering,  this  huge  amount  of  capital,  which  is  the 
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property  of  millions  of  our  fellow  citizens,  would  be  taken 
over  by  the  State  without  payment  except  by  slips  of 
paper.  Be  it  remembered  that  the  total  amount  of  gold 
available  in  the  country  is  not  more  than  £150,000,000. 
Our  Industrial  Classes  could  not,  therefore,  comfort 
themselves  with  the  hope  that  they  would  be  paid  in  gold, 
even  supposing  the  State  decided  to  make  an  exception 
in  their  favour.  But,  as  will  be  shown  later,  there  can 
under  Socialism  be  no  escape  from  confiscation  as  the 
ultimate  result  of  State-acquisition,  and  if  there  are  any 
Socialists  amongst  the  proprietors  of  the  half  a  billion 
pounds  worth  of  property  above  indicated  they  must  resign 
themselves  to  its  confiscation.  We  leave  them  and  their 
compatriots  all  the  consolation  they  can  derive  from  this 
anticipation.  At  the  same  time  propagandists  of  Socialism 
can  surely  be  accused  of  bad  faith  towards  the  workers 
through  not  deahng  with  this  aspect  of  the  subject  in 
a  straightforward  manner. 

Let  us,  however,  assume  that  the  process  adopted  with 
our  imaginary  John  Smith  is  that  which  is  extended  to 
all  owners  of  property  and  aU  capitalists,  large  and  small, 
throughout  the  country ;  that  is  to  say,  that  a  valuation 
is  made  in  each  case,  and  the  amount  thereof,  instead  of 
being  paid  by  the  purchaser — the  State — remains  as  a 
debt.  The  State  gives  its  bond  for  so  much,  and  agrees 
to  pay  a  certain  rate  of  interest,  say,  if  you  like,  5  per 
cent. — ^it  really  is  quite  immaterial  how  much,  for  it  can 
never  be  paid. 

The  scope  of  such  a  proposal,  although  briefly  expressed, 
is  really  one  of  unspeakable  magnitude,  so  far,  indeed, 
out  of  the  range  of  most  men  that  propagandists  have 
felt  themselves  quite  uncomfortable  in  dealing  with  it 
in  general  terms.    It  is  not  necessary  to  give  an  estimate 
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of  the  figures  representing  the  total  indebtedness  which 
the  nation  would  assume,  for  it  is  not  immediately  im- 
portant for  our  purpose.  The  colossal  proportions  of 
the  National  Debt  thus  augmented  can  be  taken  for 
granted.     What  really  concerns  us  are  the  following  points  : 

Taking  all  the  commercial  enterprises  of  a  country, 
there  are  at  a  given  time  a  considerable  proportion  which 
are  not  profitable  concerns  ;  there  are  a  number  of  others 
which,  although  fairly  successful  to-day,  will  in  a  year 
or  two  become  failures  in  a  commercial  sense  ;  and  yet 
a  number  of  others  which  will  in  a  few  years  cease  to 
exist  altogether. 

For  instance,  in  the  course  of  ten  years  there  were  no 
less  than  17,041  public  companies  in  the  United  Kingdom 
dissolved  by  Order  of  the  Court.  In  addition  there  were 
a  large  number  of  voluntary  liquidations  bringing  the 
total  dissolutions  up  to  about  30,000.  In  one  year  alone 
there  were  3,530  companies  wound  up  as  against  5,765 
newly  registered  in  that  year.  The  total  capital  held  by 
the  companies  wound  up  during  the  ten  years  above 
referred  to  amounted  to  £614,504,028.  These  figures 
only  relate  to  registered  companies.  The  Bankruptcy 
Court  tells  a  still  more  doleful  tale  in  regard  to  private 
concerns. 

Statistics  are  often  rather  wearying,  but  the  significance 
of  the  figures  given  above  will  be  at  once  apparent  when 
considered  in  their  relation  to  a  system  of  State-purchase 
applied  to  all  industries. 

Let  us  suppose  that  the  State  is  proceeding  with  its 
compulsory  acquisition  scheme.  The  arbitrators  go  to 
work  and  settle  the  price  to  be  paid  (in  paper)  for  all 
enterprises  then  in  existence,  and  the  State  assumes  as 
a  debt  the  total  value  so  ascertained. 
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Now  in  the  ordinary  course  of  events,  as  statistics  show, 
a  very  large  number  of  these  undertakings  would  be 
dead  as  the  proverbial  door-nail  in  the  course  of  a  year 
or  two,  yet  the  State  would  assume  the  burden  of  paying 
interest  upon  the  purchase  price  of  those  enterprises. 
This  price  would  be  based  upon  the  value  of  such 
businesses  as  "  going  concerns  "  and  generally  upon  the 
conditions  which  prevailed  at  the  moment.  Regard  could 
not  be  had  as  to  whether  they  might  or  might  not  in  the 
ordinary  course  of  events  lose  their  \dtality  and  drop 
out  of  existence  in  a  short  time. 

We  begin  to  see,  therefore,  that  the  total  ascertained 
value  at  a  given  time  (though  represented  only  by  bonds) 
might  by  these  considerations  be  quite  out  of  proportion 
to  the  subsequent  total  earning  power.  Thus,  for  example, 
if  we  purchase  ten  industrial  businesses  showing  together 
an  earning  power  of  £1,000,000  and,  instead  of  pa^dng 
cash,  give  National  Bonds  to  pay  5  per  cent,  on  the 
capitalized  value  based  on  that  rate  of  interest,  we  assume 
an  indebtedness  of  £20,000,000  and  an  annual  liabiUty 
for  interest  of  £1,000,000.  But  after  a  while  we  find  we 
have  to  close  three  of  the  businesses  and  our  income  is 
thereby  reduced  to  £700,000.  Nevertheless,  we  have  to 
go  on  paying  £1,000,000  a  year  and  are  incurring  an  annual 
loss  of  £300,000,  which,  if  we  are  a  State,  must  be  obtained 
by  taxation. 

It  is  assumed  that  the  conditions  determining  production 
would  be  maintained  in  much  the  same  form  as  before 
sociaHzation,  but  in  practice  such  a  postulate  would  be 
unthinkable. 

Socialism  pre-supposes  an  entire  re-modelling  of  indus- 
trial conditions,  the  elimination  of  competition,  and 
production  for  use  rather  than  for  profit ;    in  short,  the 
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abolition  of  Trade,  Manufacture,  and  Commerce  as  now 
understood. 

If  the  old  conditions  determining  production  could  be 
maintained  even  under  State  ownership,  one  could 
conceive  of  there  being  a  margin  available  as  interest  for 
the  use  of  capital,  but  under  Socialism,  involving  the 
production  only  of  sufficient  commodities  for  use,  we 
look  in  vain  for  the  margin  of  commodities  available  for 
the  service  of  the  National  Industrial  Debt. 

Under  Socialism  the  production  of  wealth  would  be 
enormously  reduced,  because  Trade,  Manufacture,  and 
Commerce,  as  we  understand  them,  would  be  at  an  end, 
and  because  the  elimination  of  competition  in  the  depart- 
ments both  of  production  and  distribution  would  involve 
the  discontinuance  of  numberless  business  undertakings 
of  all  kinds  all  over  the  country. 

But  these  business  undertakings,  which  would  be 
regarded  by  the  State  as  superfluous,  would  have  been 
purchased  by  the  State  as  going  concerns  at  their  full 
value  and  something  over.  They  would  cease  to  contribute 
anything  to  the  general  fund,  although  interest  would 
still  have  to  be  paid  to  the  late  owners. 

Under  a  compensation  scheme  such  as  is  here  briefly 
outlined  we  find  that  a  Socialist  State  would  be  confronted 
with  the  following  problems : — 

{a)  That  it  would  be  burdened  with  a  huge  debt 
incurred  to  a  large  extent  in  the  acquisition  of  superfluous 
undertakings. 

(b)  That  it  would  be  under  bond  to  pay  interest  on 
capital  which  it  was  no  longer  employing. 

(c)  That  it  could  not  pay  interest  at  all,  as  interest 
is  paid  out  of  surplus  value,  and  Socialized  production 
ehminates  surplus  value. 
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(d)  All  which  would  mean  practically  that  State 
compensation  was  confiscation  under  another  name. 

A  fundamental  error  in  the  calculations  of  all  Socialists 
is  that  while  a  complete  revolution  in  the  process  of  pro- 
duction forms  an  essential  part  of  their  scheme,  yet  the 
productivity  of  the  nation  is  not  to  be  affected  by  the 
elaboration  of  that  scheme.  This  is  like  a  farmer  who 
decides  to  reduce  the  quantity  of  seed  which  he  has 
hitherto  used,  say  from  three  to  two  bushels  per  acre. 
He  effects  an  immediate  saving  in  his  seed  bill,  and  is 
enabled  to  employ  the  money  by  increasing  the  pay  of 
the  men  who  hoe  his  turnips.  The  men  gain  a  small  but 
immediate  advantage,  and  work  with  more  satisfaction. 
But  when  harvest  comes  round  the  farmer  finds  his  com 
much  below  the  average ;  he  makes  a  loss,  and  his  next 
lot  of  turnips  have  to  do  the  best  they  can  without  hoeing. 
So  with  Socialists ;  they  propose  to  cut  down  the 
productive  power  by  eliminating  private  interest  and 
competition,  and  at  the  same  time  to  produce  the  surplus 
wealth  out  of  which  the  wages  of  capital  are  paid.  And 
strangest  thing  of  all,  they  propose  to  go  on  paying  those 
wages. 

A  State  cannot  do  the  impossible  ;  it  cannot  create 
something  out  of  nothing ;  it  cannot  pay  if  it  does  not 
first  provide  itself  with  the  means  of  payment. 

Under  Socialism  the  State  would  be  deprived  of  the 
machinery  by  which  payment  could  be  made  ;  it  could 
get  into  debt,  but  it  could  not  pay  interest. 

The  conclusion  is  forced  upon  us,  therefore,  that 
Socialism  inevitably  involves  confiscation.  "WTiether  this 
takes  the  form  of  direct  spoliation,  of  creating  debts 
which  could  never  be  repaid  and  entering  upon  obligations 
as   to   interest   which   could   never   be   fulfilled ;     or  of 
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taxation  after  the  method  advocated  by  the  late  Henry 
George,  is  of  no  consequence  ;     confiscation  must  be  the 
ultimate  goal  of  Socialism.     Enough  has  been   said   to 
show  that  those  who  talk  of  compensation  are  merely 
talking  nonsense.     And  let  it  be  well  and  clearly  under- 
stood that  if  a  State  confiscates,  as  confiscate  it  must 
under  Socialism,  in  a  thorough  and  wholesale  manner, 
the  process  must  be  carried  out  without  fear  or  favour, 
and  the  State  can  no  more  spare  the  man  with  small 
savings  or  small  property  or  small  business  than  it  can 
those  who  have   property  worth   thousands   or  tens   of 
thousands    of    pounds.     Let    the    working    man    realize 
that  his  hundred  pounds  or  so,  which  by  years  of  thrift 
he  has  been  able  to  save,  becomes  public  property,  let 
the  small  wage-earner  who,  with  an  infinity  of  pains,  has 
been  able  to  purchase  the  house  in  which  he  lives,  be  told 
that  the  house  will  be  appropriated  by  the  State  without 
compensation,  let  the  tens  of  thousands  of  members  of 
Building  Societies  be  told  that  all  the  contributions  which 
they  have  made  and  all  the  property  and  funds  held  by 
their  societies  will  be  confiscated  by  the  State,  let  all 
the  members  of  Trades  Unions  and   Friendly   Societies 
realize  that  the  huge  funds  which  have  accumulated  by 
virtue  of  the  periodical  subscriptions    of   their  members 
will  be  confiscated  by  the  State,  and  an  attitude  other 
than  friendly  will  be  assured  towards  a  scheme  of  common 
proprietorship. 

Socialism  may  be  likened  to  a  sinking  ship  in  which 
the  small  capitalist  and  the  multi-millionaire  go  down 
together.  It  is  a  means  to  an  end,  and  the  end  is 
annihilation. 
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THE  STATE  AS  CAPTAIN   OF  INDUSTRY 

WITHOUT  staying  longer  to  inquire  in  what  manner 
all  property  and  industries  could  pass  into  the 
hands  of  the  State,  let  us  proceed  to  consider  the  position 
which  would  be  estabhshed  by  the  State  becoming  sole 
employer.  Step  by  step  in  our  new  Pilgrims'  Progress 
we  have  followed  the  advocates  of  social  reconstruction, 
and  we  have  found  the  route  pursued  to  be  one  which  has 
conducted  us  along  the  treacherous  quagmires  and  morasses 
of  theory  where  we  have  groped  our  way  as  best  we  could. 
We  have  at  last  reached  a  terrible  mountain  defile  where 
we  encounter  a  turbulent  torrent  known  as  "  Confiscation." 
Although  with  Gargantuan  grimaces  we  may,  like  Mirabeau, 
have  succeeded  in  swallowing  all  formulas,  this  mountain 
torrent  will  surely  beat  us — how  can  we  swallow  that  ? 
It  is  not  included  in  any  formula,  in  any  theory ;  it  is 
in  fact  the  great  Omission,  the  one  important  factor 
which  up  to  this  point  has  eluded  even  our  scientific  and 
intellectual  Fabians.  We,  like  them,  must  leave  such 
a  troublesome  problem  for  the  moment  to  take  care  of 
itself. 

The  SociaHst  State  having  somehow  shaped  itself  into 
an  industrial  organism,  more  or  less  active,  would  proceed 
to    overhaul   its   productive    machinery,    discarding   the 
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worn-out  and  superfluous ;  and  improving,  if  possible, 
the  efficient. 

Whether  it  would  still  command  the  talent  which 
characterized  management  under  the  old  regime — as  is 
highly  improbable — we  will  not  stay  to  inquire.  Mr. 
Mallock  has  dealt  so  exhaustively  with  that  aspect  of 
the  subject  that  there  is  no  need  for  us  to  go  over  the 
same  ground.  One  might  assume  that  the  State  could 
command  "  directive  ability  "  in  just  the  same  proportion 
as  hitherto,  and  that  in  actual  operation  perfect  harmony 
would  prevail  between  that  and  mechanical  and  unskilled 
labour.  Whether  such  would  be  the  case  or  not,  the 
remorseless  factors  which  will  be  unfolded  as  we  go  on, 
would  still  be  sufficient  to  disprove  every  theory  and 
annihilate  every  hope  of  the  exponents  of  Socialism. 

Directive  ability,  no  matter  to  what  extent  it  might 
be  available  or  of  what  quality  it  might  consist,  would 
be  wholly  unable  to  prevent  the  Socialist  ship  from 
foundering  on  the  shoals  of  economic  law. 

Thus,  you  cannot  artificially  restrict  production  and 
have  just  as  large  a  margin  as  you  had  under  a  system 
of  unrestricted  production ;  you  cannot  equahze  the 
wages  of  labour  without  raising  the  cost  of  production  all 
round ;  you  cannot  increase  the  standard  of  comfort 
under  a  system  of  equal  apportionment  (or  economic 
justice,  so  called)  without  extending  that  standard  of 
comfort  to  all  working  citizens,  thereby  involving  a 
considerable  advance  in  the  cost  of  the  meanest  and 
least-skilled  labour,  and  increasing  the  cost  of  production  ; 
and  you  cannot,  unless  you  improve  the  standard  of 
comfort  for  all  working  citizens,  consider  that  you  have 
achieved  even  the  first  step  in  Socialism. 

Questions  arising  out  of  these  points  would  immedi- 
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ately  become  of  supreme  importance  under  Socialism, 
and  the  State  as  sole  employer,  even  directed  by  masterful 
ability,  would  have  plenty  of  work  before  it  in  the  task 
of  getting  the  industrial  machine  into  working  order,  and 
keeping  it  in  working  order  if  it  ever  reached  that  condition. 

To  begin  with,  it  cannot  be  supposed  by  any  reasonable 
being  that  the  State  would  continue  to  conduct  un- 
profitable undertakings.  The  adjective  "  reasonable " 
is  employed  advisedly,  because  it  has  been  stated  as  a 
serious  proposition  that  so  long  as  citizens  benefit  it  is 
of  no  importance  whether  a  public  undertaking  pays  its 
way  or  not.  Fresh  in  our  minds  we  have  the  extra- 
ordinary proceedings  of  the  London  County  Council, 
who  persisted  in  running  steamboats  on  the  Thames  long 
after  it  was  found  that  the  undertaking  was  an  egregious 
failure — a  failure  that  did  not  present  the  slightest 
possibility  of  ever  being  converted  into  a  success.  These 
proceedings  were  defended  by  unthinking  persons  on  the 
ground  that  inasmuch  as  a  certain  proportion  of  the 
inhabitants  of  London  benefited  by  the  use  of  the  steam- 
boats, that  fact  was  a  sufficient  substitute  for  any 
surplus  value  which  might  have  been  created  and  an 
adequate  compensation  for  any  actual  loss. 

Propositions  of  this  nature  emanate  from  beings  who 
are  not  "  reasonable,"  persons  who  are  incompetent  to 
reason  from  cause  to  effect,  and  who  have  no  sense  of 
proportion.  That  they  are  professed  Socialists  goes 
without  saying,  and  they  fail  utterly  to  see  the  logical 
outcome  of  the  position  which  they  would  set  up.  Under 
Sociahsm  unsuccessful  undertakings  could  not  be  continued 
by  the  State  without  taxing  other  undertakings  to  provide 
the  resultant  deficiency.  Under  our  existing  regime  the 
London   County   Council  were   able   to   persist   in   their 

74 


THE  STATE  AS  CAPTAIN  OF  INDUSTRY 

experiment  by  virtue  of  their  power  to  raise  money  by 
taxation,  and  the  burden  of  taxation  fell  unequally  upon 
the  citizens.  Manufacturers,  merchants,  capitalists,  and 
property  owners  suffered,  while  the  working  classes  living 
in  rate-included  houses  bore  no  share  of  the  burden.  But 
under  SociaHsm  the  industrial  citizens  would  for  every 
undertaking  showing  a  deficiency  have  to  produce 
additional  commodities  in  other  undertakings  in  order  to 
make  up  the  deficiency.  Labour  power  must  produce 
the  commodities  or  exchange  value  of  commodities  necessary 
for  its  own  subsistence.  If  it  fails  to  do  that,  its  subsis- 
tence is  at  the  cost  of  other  labour  power  already  fully 
occupied  in  providing  the  commodities  necessary  for  its 
own  subsistence.  That  this  would  mean  one  of  two  things 
is  fairly  evident,  namely,  that  profitable  labour  power 
would  have  to  give  up  a  share  of  its  earnings  for  the 
support  of  unprofitable  labour  power,  or  to  work  longer 
hours  and  produce  more  commodities  so  as  to  provide 
a  margin. 

An  unsuccessful  undertaking  is  an  undertaking  which 
fails  to  produce  from  its  raw  material  and  labour  power 
an  equal  exchange  value  for  the  value  consumed  in 
production.  At  first  sight  it  does  not  look  as  if  a 
steamboat  which  conveys  passengers  from  place  to  place 
is  engaged  in  the  production  of  commodities  so  as  to 
place  it  in  the  position  of  being  able  to  provide  exchange 
value  ;  yet  it  most  certainly  is,  for  the  convenience  of 
going  by  steamboat  from  one  place  to  another  is  a 
commodity  which  has  an  exchange  value,  and  it  has  an 
exchange  value  because  as  a  means  of  communication  it 
facilitates  the  production  of  commodities  by  other  labour 
power.  But  if  a  hundred  passengers  be  needed  to  pay  the 
cost  of  one  journey,  and  there  are  only  three  who  use  the 
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boat,  there  is  a  consumption  of  raw  material  (coal  in  this 
case)  and  an  expenditure  of  labour  power  resulting  in  a 
deficiency  of  97  per  cent,  of  exchange  value.  If  the  boats 
were  run  by  a  private  capitaUst  he  would  lose  his  money 
and  the  enterprise  would  come  to  an  end ;  but  a  Socialist 
State  would  have  to  make  up  the  deficiency  at  the  expense 
of  its  citizens.  An  extension  of  such  a  process  to  all 
parts  of  the  country  would  wreck  the  economy  of  a  State 
and  could  not  be  tolerated.  Even  as  it  is,  the  country 
is  groaning  under  the  burden  of  taxation  largely  increased 
of  late  years  by  reason  of  the  unprofitable  undertakings 
and  expenditure  of  municipalities.  For  years  yet  to 
come  the  citizens  of  London  will  be  taxed  in  order  to  pay 
for  losses  incurred  in  enterprises  undertaken  by  the  County 
Council.  And  all  this  is  quite  apart  from  the  terrible 
incubus  created  by  the  world  war  and  the  spendthrift 
policy  of  the  Government,  a  subject  of  too  special  a 
character  for  treatment  in  these  pages.  Let  us  return 
to  the  position  created  in  a  SociaHst  State  in  regard  to 
undertakings  more  or  less  unprofitable,  whilst  bearing 
in  mind  certain  important  new  factors  necessarily  arising 
out  of  SociaUsm. 

First  of  all  let  us  give  our  attention  to  our  Railway 
System,  as  being  obviously  something  of  supreme  im- 
portance to  a  civihzed  community.  This  has  been 
developed  entirely  by  private  capital,  involving  a  sacrifice 
so  immense  as  to  be  almost  inconceivable.  Most  Socialists 
will  wonder  at  the  apphcation  of  such  a  term  to  this  form 
of  investment,  inasmuch  as  they  probably  share  the 
popular  notion  that  Railway  Companies  are  inflated  with 
prosperity — that  indeed,  to  use  a  current  phrase,  they 
are  "  simply  coining  money."  To  such  an  extent  does 
this  idea  prevail  that  it  is  commonly  held  to  be  quite 
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justifiable  to  cheat  a  Railway  Company  in  every  possible 
way  and  on  every  possible  opportunity. 

The  total  capital  invested  in  railways  in  the  United 
Kingdom  amounts  to  about  £1,300,000,000,  which  re- 
presents about  eight  times  the  total  amount  of  gold  in 
the  country.  Taking  all  classes  of  capital  (Ordinary, 
Preferential,  Guaranteed,  Loan  and  Debenture)  there  has 
been  an  average  return  during  a  period  of  ten  years  of  less 
than  3J  per  cent,  per  annum.  On  £90,000,000  there  has 
been  no  return  whatever,  while  on  £150,000,000  there  has 
been  a  return  of  less  than  2  per  cent.  Of  the  total  of 
thirteen  hundred  millions  only  £60,000,000  has  succeeded 
in  earning  so  much  as  5  per  cent,  per  annum. 

These  figures,  which  are  taken  from  the  Board  of  Trade 
Returns,  are  in  a  high  degree  interesting  and  illuminating. 
One  wonders  how  a  Sociahst  State  would  go  to  work  in 
the  process  of  compensating  the  proprietors  of  all  the 
capital  involved.  As  we  have  seen,  the  total  average 
earning  power  is  only  3^  per  cent.  ;  but  a  State  founded 
on  principles  of  justice  could  not  say  to  the  owners  of  the 
capital  which  was  producing  no  increment,  "  You  can  have 
nothing  because  your  capital  has  earned  nothing."  It 
would,  on  the  contrary,  have  to  say,  "  You  have  made  great 
sacrifices — you  have  risked  your  capital  and  received 
no  reward ;  the  basis  of  the  compensation  in  your  case 
must  have  regard  to  what  you  have  suffered  as  well  as  to 
what  you  might  have  gained  in  course  of  time."  Thus 
the  State  would  be  committed  to  the  recompense  of  unpro- 
ductive as  well  as  productive  capital.  On  average,  it 
would  find  that  it  would  have  to  pay  not  less  than  5  per 
cent,  interest  on  the  thirteen  hundred  millions  while,  other 
things  being  equal,  the  earning  power  would  be  only 
3 J  per  cent,,  representing  to  the  State  an  immediate  loss 
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of  about  £20,000,000  per  annum  on  this  single  transaction 
of  acquiring  the  railways. 

But  other  things  would  not  be  equal,  and  that  brings  us 
to  the  crucial  point  in  considering  the  State  as  sole 
employer. 

We  see  that  under  the  existing  regime,  the  gross  earnings 
of  some  of  our  railways  only  suffice  to  pay  the  wages  of 
labour  and  the  cost  of  the  material  employed,  and  leave 
little  or  nothing  for  capital ;  that  in  others  there  is  a  very 
small  percentage  and  that  the  average  all  round  is  but 
3 J  per  cent. 

This,  be  it  remembered,  is  the  result  side  by  side  with 
our  enormous  Import  and  Export  Trade,  free  competition 
in  all  directions,  and  the  constant  internal  interchange  of 
commodities,  involving  the  extensive  use  of  railways,  not 
only  for  the  conveyance  of  goods,  but  of  passengers. 

Now  in  this  connection  we  have  to  consider  what  would 
be  the  effect  of  a  complete  remodelHng  of  the  conditions 
in  regard  to  Labour,  for  this  forms  an  integral  part  of 
the  social  programme.  Curiously  enough,  Sociahsts  draw 
conclusions  which  unconsciously  suggest  that  nothing 
is  to  be  done  for  Labour,  while  at  the  same  time  they 
claim  that  Labour  is  to  have  an  easier  time  and  a  larger 
reward.  We  find  them,  for  example,  pointing  to  the  ratio 
of  wealth  production  as  something  which  under  Social- 
ization would  increase  the  well-being  of  the  workers, 
forgetting  that  by  increasing  the  cost  of  labour  power, 
you  increase  the  cost  of  production  and  decrease  and 
possibly  annihilate  the  margin  of  profit.  And  the  margin 
of  profit,  thus  disappearing,  is  the  very  thing  which  the 
Socialist  State  would  be  seeking  to  capture  and  indeed 
would  need  to  possess  to  enable  it  to  pay  interest  on 
capital  under  any  compensation  scheme. 
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But  whatever  else  may  go  to  the  wall,  this,  as  an 
instrument  in  propaganda,  cannot  go,  namely,  that  the 
worker  is  to  be  better  off  under  Socialism.  It  is  the 
substratum,  the  very  bed-rock  of  the  creed.  Socialism 
means  for  its  supporters  a  substantial  improvement  in 
the  lot  of  the  worker ;  but  beyond  that  it  means  the 
establishment  of  a  fairly  uniform  standard  of  comfort. 

Socialists  cannot  deny  to  one  section  of  the  industrial 
community  the  comforts  and  enjoyments  which  are 
accorded  to  another  section.  EquaUzation  in  this  respect 
is  the  very  essence  of  the  scheme  which  aims  at  the 
nationalization  of  everything.  Workers  must  have  equal 
rights,  equal  rewards,  equal  opportunities,  equal  comforts, 
equal  enjoyments.    All  that  is  fundamental. 

In  regard  to  our  railways,  the  average  return  to  investors 
which  their  working  shows,  poor  as  it  is,  can  only  be 
maintained  as  the  result  of  certain  factors,  which  are 
of  immense  importance.  First,  there  are  the  general 
conditions  relating  to  the  volume  of  trade,  competition, 
pressure  of  population  and  the  struggle  for  subsistence, 
all  demanding  the  constant  use  of  the  railways.  And, 
secondly,  there  are  the  special  conditions  relating  to  the 
cost  of  labour,  fuel,  and  materials. 

Taking  into  consideration  first  then  the  special  con- 
ditions in  their  application  to  Socialism,  we  find  ourselves 
face  to  face  with  yet  another  problem  to  add  to  the  long 
list  of  practical  difficulties.  Seeing  that  railways  show 
already  such  a  meagre  surplus  value,  how  can  we  improve 
the  wages  and  conditions  of  employment  of  railway 
workers  without  causing  an  entire  disappearance  of  that 
margin  ? 

Railway  servants  as  a  whole  have  never  been  amongst 
the  happiest  and  best  cared  for  members  of  the  community. 
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They  work  long  hours,  their  work  is  arduous  and  in  the 
case  of  many  of  them  responsible  and  hazardous  ;  and 
those  who  go  with  the  trains,  such  as  engine-drivers, 
stokers,  guards,  and  others,  have  to  put  up  with  many 
inconveniences  and  discomforts,  they  are  separated  from 
their  families  for  long  intervals,  and  they  are  often,  and 
necessarily,  compelled  to  go  on  duty  under  the  most 
trying  situations  in  regard  to  themselves  and  their 
families.  Under  Socialism  it  would  be  necessary'-  to  raise 
the  standard  of  comfort  amongst  all  these  men ;  the 
State  would  have  to  arrange  shorter  hours,  better  pay, 
better  conditions,  better  everything,  in  order  to  bring 
the  railway  workers  into  line  as  far  as  possible  with 
workers  engaged  in  more  pleasing  occupations.  Thus  at 
one  stroke  the  cost  of  running  the  railways  would  be 
enormously  augmented.  But  turn  in  another  direction. 
It  would  be  necessary  to  increase  the  standard  of  comfort 
not  only  of  the  actual  railway  servants,  but  of  the  men 
both  of  higher  and  lower  grades  who  construct  locomotives, 
who  construct  and  lay  rails,  and  who  do  the  thousand  and 
one  things  necessary  to  continue  the  system.  Turn  yet 
in  another  direction  and  you  are  confronted  with  the 
source  of  power  by  which  the  railways  are  run. 

At  the  present  time  the  railways  of  this  country  are 
entirely  dependent  for  motive  power  upon  coal,  and  it  is 
only  possible  to  run  them  at  a  profit  as  long  as  there  is 
a  plentiful  and  cheap  supply  of  this  commodity.  In  the 
absence  of  adequate  water  power,  coal  is  still  the  source 
of  energy  even  where  electricity  is  employed.  The 
production  of  coal  immediately  introduces  as  a  factor 
the  miner,  whom  we  must  consider  in  relation  to  the  cost 
of  running  railways  in  the  Socialist  State.  No  one  would 
think  of  asking  whether  the  lot  of  a  coal  miner  is  an 
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agreeable  one  or  not,  or  whether  the  standard  of  comfort 
of  such  a  man  and  of  his  class  is  all  that  can  be  desired, 
the  reply  would  be  too  obvious.  Nor  would  anyone  ask 
whether  a  coal  miner,  in  regard  both  to  the  general  and 
special  conditions  of  his  calling,  might  be  considered  to 
be  on  an  equal  footing  with  other  members  of  the  industrial 
army,  such,  for  example,  as  cabinet-makers,  engineers, 
cutlers,  ship-builders,  etc. 

Under  Socialism  it  would  be  necessary  to  increase  the 
standard  of  comfort  of  the  miner,  for  it  is  not  to  be  supposed 
that  the  citizens  of  a  State  founded  upon  equal  rights, 
would  or  could  expect  to  obtain  coal  with  which  to  run 
their  trains  and  machinery  at  the  expense,  self-sacrifice, 
and  indeed  the  health  of  a  large  section  of  the  population. 
This  would  be  impossible  on  the  part  of  Socialist  citizens, 
imbued,  as  presumably  they  would  be,  with  a  high  sense 
of  justice  ;  but,  incidentally,  it  is  more  than  probable  that 
the  miners  themselves  would  bring  forward  their  view 
of  the  question  and  even  go  so  far  as  to  refuse  to  work  in 
the  mines  at  all,  except  under  improved  conditions  as  to 
hours  of  labour,  reward,  etc. 

Thus  it  would  be  incumbent  upon  the  State,  whether 
with  good  or  bad  grace,  to  put  the  miners  upon  a  footing 
equal  to  that  of  the  better-circumstanced  sections  of  the 
industrial  community ;  and  the  immediate  result  would 
be  to  increase  the  cost  of  production  of  coal,  and  his 
inevitable  increase  in  the  cost  of  coal  would  reflect  itself 
upon  the  cost  of  running  the  railways.  Here  we  touch 
at  once  the  very  foundation  of  our  railway  system,  as  at 
present  developed,  namely  coal.  Already,  as  we  have 
seen,  our  railways  are  run  upon  a  narrow  margin  of  profit, 
but  under  SociaUsm  the  cost  of  motive  power  would  be 
largely  increased  ;  the  margin  would  disappear  altogether, 
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and    along   with   it   the   ability   to   pay   interest    upon 
capital. 

But  there  are  still  other  practical  details  which  seem 
to  elude  the  grasp  of  those  who  propound  theories  for  a 
general  amelioration  of  economic  conditions,  and  which 
also  bear  upon  our  railways.  For  example,  locomotives 
do  not  get  themselves  built  in  an  automatic  sort  of  way, 
nor  will  they  spring  into  existence  by  the  waving  of  a 
wand  in  the  hand  of  an  enthusiastic  orator  when  the 
Socialist  State  arrives.  The  iron  of  which  they  are  mainly 
composed  will  have  to  be  obtained  from  the  ground  in 
the  usual  way,  and  the  miners  will  expect  that  the  con- 
ditions of  their  labour  will  at  least  be  equal  to  the 
uniform  standard  approved  by  the  State.  And  when  the 
ore  has  been  mined  it  will  have  to  be  smelted  in  the  blast 
furnaces,  and  the  men  engaged  in  that  work  will  demand 
attention  to  their  claims.  In  an  ideal  Socialist  State 
these  workers  will  not  be  content  unless  the  conditions 
under  which  they  work  are  made  as  favourable  as  those 
generally  prevailing.  They,  too,  will  ask  with  no  un- 
certain voice  for  equality.  The  journeymen  engineers 
may  have  to  give  way  a  little,  but  before  the  locomotive 
is  in  a  position  to  trundle  along  the  parallel  lines  there 
will  be  a  considerable  levelling  up,  a  process  which  will 
add  very  materially  to  the  cost  of  locomotives  and  in 
consequence  of  running  railways.  But  locomotives  are 
employed  for  the  purpose  of  drawing  trucks  and  carriages. 
In  the  making  of  a  carriage  or  goods  truck  a  number  of 
trades  are  involved.  The  pay  and  conditions  generally 
in  each  particular  trade  vary.  In  the  higher  departments 
the  pay  is  necessarily  much  higher  than  in  the  lower 
departments.  But  equality  will  have  to  prevail  throughout, 
and  the  carriages  and  trucks  will  cost  more  to  produce. 
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But  even  assuming  that  the  State  decided  upon  a  system 
of  differentiation  in  regard  to  wages,  by  which  it  would 
introduce  certain  fixed  scales  for  the  various  classes  of 
labour,  after  the  manner  somewhat  daringly  suggested 
by  some  Socialists,  the  State  would  still  be  harassed  by 
its  railway  problem. 

For  the  fixing  of  scales  and  elaboration  of  schedules, 
however  interesting  to  the  Board  of  Trade  of  those  days, 
would  offer  no  attraction  to  the  workers,  if  they  effected 
no  improvement  in  their  condition.  The  rate  of  pay  of 
the  less-skilled  classes  of  labour  would  assuredly  have 
to  be  raised.  A  Socialist  State,  unless  it  aimed  at  some 
marked  improvement  somewhere,  and  really  effected  it, 
would  have  its  labour  troubles  in  a  form  far  more  acute 
than  anything  with  which  we  are  familiar  in  these  days. 
Already  we  are  not  without  evidence  that  State  employees 
can  on  occasion  make  themselves  quite  as  obstreperous  as 
those  of  private  concerns.  Zeal  for  the  State,  when 
sought  in  the  humdrum  surroundings  of  real  life,  is  shown 
to  be  more  elusive  than  is  generally  believed. 

But  an  increase  of  wages  in  the  lower  departments  of 
labour  would  involve  an  increase  in  the  cost  of  food  and 
other  commodities,  and  this  increase  in  its  turn  would 
affect  the  higher  grades  of  labour ;  inevitably  leading  to 
increases  in  those  directions.  Nothing  can  withstand  the 
operation  of  economic  law.  It  is  because  our  impractical 
theorists  shut  their  eyes  to  this  fact  that  they  are  able  to 
pin  their  faith  to  impossible  conditions  as  the  basis  of  a 
Socialist  State. 

Now  let  us  turn  our  attention  in  another  direction. 

Those  who  have  any  practical  acquaintance  with  the 
working  of  railways  know  that  these  railways  are  only 
run  even  with  moderate  success  where  there  is  a  regular  and 
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heavy  goods  traffic.  Few  Railway  Companies  dependent 
wholly  or  mainly  upon  passengers  succeed  in  paying  any 
appreciable  interest  on  capital.  In  some  cases  the 
Companies  would  be  very  glad  indeed  if  their  powers 
permitted  them  to  dispense  entirely  with  passenger  traffic  ; 
it  is  the  goods  traffic  that  pays,  if  there  is  any  question 
of  profit  at  all,  and,  as  we  have  seen,  if  profit  be  made, 
it  is  but  infinitesimal  at  the  best. 

Goods  traffic  obviously  implies  trade,  but  under  SociaHsm 
there  would  be  no  trade  in  the  sense  in  which  we  under- 
stand it.  By  eliminating  competition,  by  producing  goods 
for  use  and  not  for  profit ;  by  carrying  only  goods  which 
are  produced  in  the  country  for  the  use  of  the  inhabitants 
of  the  country,  the  goods  traffic  would  be  reduced  to  such 
an  extent,  that,  quite  apart  from  the  serious  factors  to 
which  we  have  already  drawn  attention,  this  fresh  factor, 
hitherto  unforeseen,  would  exercise  a  far-reaching  influence 
upon  the  running  of  the  railways. 

On  the  one  hand  there  would  be  an  increase  in  the 
working  expenses  ;  on  the  other  there  would  be  a  reduction 
in  the  receipts.  The  inevitable  result  would  be  financial 
disaster. 

Our  railways  have  been  developed  and  brought  to  their 
existing  state  of  efficiency  in  order  to  cope  with  the  demands 
of  trade.  In  their  turn,  of  course,  they  influence  and  are 
bound  up  with  trade  to  such  a  degree  that  to  interfere 
with  one  or  the  other  would  redound  to  the  disadvantage 
of  both. 

But  for  the  introduction  of  machinery  on  a  large  scale 
and  the  division  of  labour  involving  the  displacement 
of  the  ancient  regime  of  individual  production — a  change 
of  method  comprehensively  described  as  the  "  Industrial 
Revolution  " — there  would  never  have  been  a  demand 
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for  a  railway  system  such  as  that  with  which  we  have 
grown  famihar.  For  the  result  of  this  remarkable 
revolution  was  to  usher  in  a  new  era  of  productive  activity, 
and  into  manufacture  and  trade  were  infused  a  vitality 
and  a  fertiUzing  power  such  as  the  world  had  never  before 
known.  As  a  means  of  conveyance  of  goods  and  goods 
only  the  railway  was  first  conceived  and  developed.  Long 
before  there  was  any  idea  of  carrying  human  freight, 
the  parallel  lines  were  laid  here  and  there,  crude  loco- 
motives were  constructed,  and  the  carriage  of  raw  and 
manufactured  material  commenced.  The  foundation  of 
the  railway  system  was  trade,  and  side  by  side  the  two 
developed,  interdependent  to  a  large  extent,  as  so  many 
things  are  in  the  economy  of  a  State. 

But  our  Socialist  theorists,  who,  in  all  their  visionary 
schemes,  never  so  much  as  hint  at  the  cessation  of  the 
railway  services,  blandly  propose  a  regime  which  would 
annihilate  the  trade  of  the  country  upon  which  the 
railways  depend  for  their  existence. 

It  is  to  be  doubted  whether  a  single  Socialist  has  ever 
seriously  contemplated  a  condition  of  affairs  such  as  that 
in  which  a  civilized  State  would  find  itself  when  unable 
any  longer  to  enjoy  the  advantages  of  a  railway  service. 
Is  it  imaginable  that  any  rational  community  could  be 
found  which  would  be  willing  to  continue  a  system  which 
banished  so  important  an  instrument  of  civilization  as  a 
network  of  railways  ?  And  yet  how  would  it  be  possible 
to  maintain  this  system,  with  its  earning  power  hopelessly 
crippled  and  its  working  expenditure  largely  increased  ? 

In  a  Socialist  community  nothing  can  be  wasted.  There 
is  no  margin  for  waste  if  you  produce  mainly  for  use. 
Thus  for  labour  expended  you  must  always  get  an 
equivalent  value  in  return.    And  if  the  labour  expended 
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in  running  railways  be  wasted,  it  will  be  at  the  expense 
of  the  community,  and  the  community  only  having 
sufficient  for  its  needs  will  not  be  able  to  afford  that 
waste.  It  is  because  advocates  of  a  collective  system 
resolutely  set  themselves  against  a  practical  and  critical 
examination  of  their  own  theories  that  they  fail  altogether 
to  discover  the  tremendous  difficulties  which  would  prevent 
the  accomplishment  of  their  dreams.  But  the  difficulties 
in  question  are  not  like  ordinary  difficulties  which  per- 
sistent men  might  find  some  pleasure  in  overcoming. 
They  are  inseparable  from  a  system  of  State  ownership 
carried  to  its  full  and  logical  conclusion. 

These  dreamers  of  dreams  of  the  last  hundred  years  or 
so  have  gone  on  formulating  and  handing  from  one  to 
another  theories  as  to  collective  ownership,  Socialization 
of  the  means  and  instmments  of  production,  surplus 
value  and  the  rest  of  it,  without,  save  for  a  few  conspicuous 
exceptions,  having  taken  the  trouble  to  produce  any 
practical  plan.  We  have  been  treated  to  the  pitiful 
spectacle  of  Karl  Marx,  limping,  almost  shoeless,  day  by 
day  to  the  British  Museum,  partly  to  obtain  the  warmth 
of  the  Reading  Room  there  and  partly  to  write  a  book 
upon  "  Capital."  We  have  seen  men  like  Robert  Owen 
and  Louis  Blanc  making  experiments  in  collectivism  which 
have  proved  fiascos.  We  have  seen  St.  Simon  covering 
pages  with  pious  platitudes,  such  as  "  Men  ought  to  place 
before  themselves  as  the  purpose  of  their  work  and  actions 
the  most  prompt  and  complete  amelioration  of  the  moral 
and  physical  existence  of  the  most  numerous  class."  We 
have  seen  Charles  Fourier  project  his  ridiculous  phalan- 
steries, which  he  has  described  as  the  perfect  community, 
with  its  three  square  leagues  of  land,  its  three  hundred 
families,  and  its  ingenious  rules  of  economic  housekeeping. 
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Most  of  the  earlier  Socialist  writers  were  fond  of  drawing 
up  schemes  for  small  communities  in  which  communism 
could  be  tried.  In  a  number  of  cases  these  ideas  took 
concrete  form  and  experiments  were  actually  made. 
Not  one  of  them,  however,  succeeded,  and  more  modem 
Socialists,  looking  back  upon  the  sorry  failures,  have 
come  to  the  conclusion  that  that  which  has  failed  on  a 
small  scale  can  be  made  to  succeed  on  a  large  scale.  No 
longer  is  it  proposed  to  establish  little  detached  com- 
munities living  in  a  happy  condition  of  brotherhood  with 
all  things  in  common,  but  Socialism  is  to  be  on  a  large 
scale  embracing  the  entire  nation. 

It  is  always  much  easier  to  become  a  partisan  in  con- 
nection with  some  cause  in  regard  to  which  you  can  show 
neither  failure  nor  success.  Socialism  has  never  been 
tried  on  a  large  national  scale,  therefore  one  cannot  point 
to  such  as  a  scheme  which  has  come  to  naught  after  experi- 
ment. It  would  be  no  longer  of  any  use  to  plead  for  the 
estabhshment  of  small  communities.  Experience  has  shown 
that  these  attempts  only  collapse  after  a  very  short 
existence,  and  so  the  idea  of  the  State  as  Sole  Employer 
and  Captain  of  Industry  has  become  the  leading  factor 
in  Socialist  propaganda. 

In  a  large  and  handsome  way  we  are  told  that  the  State 
will  see  to  this  and  attend  to  that,  and  if  we  are  left  in 
doubt,  as  we  may  be,  as  to  who  and  what  the  State  really 
is,  and  how  it  can  be  got  at,  and  how  it  attains  its  power 
to  work  miracles,  we  shaU  probably  have  to  be  satisfied 
with  some  assurance  of  a  general  character,  as  that  free 
men  must  in  due  time  work  out  their  own  economic 
salvation,  whatever  that  may  mean. 

Now  the  State,  being  composed  of  the  entire  body  of 
citizens,  cannot  do  for  the  citizens  more  than  the  citizens 
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can  already  do  for  themselves.  Supposing,  for  example, 
that  the  entire  earning  capacity  of  a  community  be  one 
million  pounds  per  annum,  the  State  cannot  have 
available  for  administrative  purposes  more  than  a  certain 
proportion  of  that  income  while  leaving  at  the  same  time 
sufficient  for  the  subsistence  of  the  citizens.  It  cannot, 
in  other  words,  be  strained  beyond  its  capacity.  But 
such  a  simple  truth  has  no  weight  with  those  who  speak 
of  the  powers  of  the  State  without  any  regard  to  the 
earning  capacity  of  the  citizens  as  a  whole. 

Our  theorists  foreshadow  how  in  their  opinion  the 
State  will  act  towards  the  citizens.  It  will,  for  instance, 
take  entire  charge  not  only  of  the  education  but  of  the 
maintenance  of  the  children  ;  it  will  give  not  a  mere 
elementary  education  to  children,  but  a  full  and  technical 
education  terminating  only  at  the  age  of  21  ;  it  will 
provide  free  amusements  ;  it  will,  in  fact,  devote  much 
of  its  energy  to  giving  rich  gifts  to  the  population.  No 
one  knows  exactly  how  this  will  be  done,  and  so  far  as 
our  theorists  are  concerned,  no  one  cares.  Any  arguments 
with  regard  to  the  future  whilst  holding  out  alluring 
prospects  of  a  happy  land  in  which  men  get  all  they  need, 
nay,  all  for  which  they  can  wish,  without  any  effort  on 
their  part,  and  have  nearly  all  their  time  for  enjoyment, 
cannot  but  prove  attractive  to  the  world  at  large. 

It  would  be  asking  too  much  of  Socialist  and  Labour 
leaders  to  state  in  plain  language  exactly  how  these 
things  would  be  done.  So  far  as  can  be  seen,  not  one  of 
them  would  be  possible,  for  it  is  perfectly  clear  that  a 
State  which  produces  commodities  mainly  for  its  own  needs 
will  have  no  margin  available  for  indulgence  in  fatherly 
legislation.  The  community  can  only  enjoy  that  which 
it  first  produces.    Thus  if  the  State  is  to  do  all  these 
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wonderful  things  for  its  citizens  and  at  the  same  time 
the  citizens  are  to  do  less  work  and  get  more  pay,  it  is 
called  upon  to  work  a  miracle. 

The  sober  fact  is  that  if  the  citizens  are  to  receive  more 
they  will  have  to  work  more.  But  it  would  be  worse 
than  useless  for  propagandists  to  employ  such  an  argument. 
To  tell  ignorant  men  that  in  order  to  secure  the  blessings 
of  a  Socialist  State  they  would  have  to  work  harder  and 
longer  would  be  equivalent  to  the  instant  and  complete 
condemnation  of  the  entire  scheme. 
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PRODUCTION  UNDER  SOCIALISM 

IN  the  preceding  section  the  subject  of  our  railway 
system  has  been  dealt  with  at  some  length,  because, 
in  the  first  place,  that  system  forms  so  important  a  part 
of  the  economy  of  the  nation,  and  secondly  because  it 
offers  remarkable  scope  for  illustrating  the  inherent 
weaknesses  of  the  Socialist  programme. 

Those  weaknesses,  however,  would  be  apparent  not 
only  in  connection  with  railways,  but  in  many  other  if  not 
in  all  directions.  Proceeding  upon  similar  lines  to  those 
already  followed,  we  should  find  like  difficulties  constantly 
obtruding  themselves. 

In  a  Socialist  State  it  would  be  necessary  that  every 
undertaking  should  pay  its  way.  That,  indeed,  would 
be  its  Golden  Rule,  the  observance  of  which  would  need  to 
be  rigidly  enforced,  calling  always  for  the  utmost  vigilance. 
To-day  things  are  different,  the  loss  of  one  section  of  the 
community  is  the  gain  of  another.  Under  Socialism  the 
loss  of  one  section  would  be  felt  by  all.  To-day  workmen, 
when  they  have  taken  their  part  in  the  week's  production 
and  received  their  wages,  complete  their  contract  with 
their  employers  ;  in  a  word,  they  take  no  financial  risk. 
There  is  no  question  as  to  whether  or  not  the  process  of 
production  has  resulted  in  a  loss.  It  is  of  no  significance 
to    them    whether    or    not    they    are    consuming    more 
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commodities  than  they  produce.  This  happy  frame  of 
mind  is  denied  to  the  manufacturer ;  he  knows  on 
occasion  what  it  means  to  pay  out  £ioo  in  wages  and  to 
receive  only,  say  £70,  exchange  value  in  return.  But 
under  Socialism  there  would  no  longer  be  the  private 
manufacturer  who  would  bear  the  brunt  of  the  deficit. 
On  the  contrary,  quite  a  new  feature  would  be  introduced, 
namely,  that  by  which  the  workmen  would  take  the  risk. 
The  sense  of  responsibility,  thus  invoked,  would  doubtless 
be  most  interesting  as  a  new  element  in  production,  but 
one  can  be  perfectly  sure  that  its  joys  would  readily  be 
sacrificed  by  the  man  who  found  that  his  wages  were 
reduced  by  25  per  cent,  as  a  consequence. 

It  is  generally  assumed  that  under  Socialism  every 
vestige  of  risk  would  be  banished,  and  that  citizens  would 
enjoy  a  spoon-fed  existence,  free  from  every  care,  and  be 
assured  a  regular  income  come  what  might. 

A  little  reflection  should  dissipate  these  delusive  ideas. 
How  could  a  citizen  be  paid  full  wages  when  out  of 
employment  ?  Only  at  the  expense  of  the  working  citizens, 
who  would  never  appreciate  the  economic  and  sentimental 
value  of  work  if  they  always  had  at  hand  a  beneficent 
employer  who  was  ready  to  pay  them  full  wages  whether 
employed  or  not. 

But  would  conditions  arise  in  a  Socialist  State  such  as 
would  lead  to  unemployment  in  much  the  same  way  as 
happens  at  present  ?  Would  the  citizen  be  so  safeguarded 
that  he  need  never  fear  having  to  face  the  risk  of  losing 
his  job  ? 

One  cannot  suppose  that  State-directed  industries 
would  be  so  nicely  organized  as  to  assure  such  idyllic 
conditions.  In  some  trade  or  other,  at  some  time  or  other, 
there  would  necessarily  be  a  falling-off  in  demand.     A 
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gramophone  factory,  for  example,  would  not  go  on  making 
gramophones  by  the  thousand  if  they  were  only  wanted 
by  the  hundred,  although  a  year  or  two  before  it  could 
not  cope  with  the  demand.  The  production  of  commodities 
would  at  all  times  have  to  be  determined  by  the  demand, 
and  all  industries  in  the  Socialist  State  would  have  to 
conform  to  this  law.  Such  being  the  case,  citizens  would  at 
times  find  themselves  thrown  out  of  employment  and  have 
to  depend  upon  a  meagre  out-of-work  allowance  while 
seeking  another  job. 

Continuing  our  inquiries  by  an  examination  of  the  con- 
ditions which  would  determine  production  under  Socialism, 
we  cannot  help  being  attracted  towards  an  instrument 
of  civilization,  as  we  understand  it,  of  hardly  less  value 
than  our  railway  system — namely,  the  periodical  press. 

If  the  State  could  not  afford  to  run  railways  it  could 
still  less  afford  to  publish  newspapers  on  anything  Uke  the 
scale  which  now  obtains. 

For  all  the  reasons  already  given  the  cost  of  producing 
a  newspaper  would  be  greatly  enhanced,  while  at  the  same 
time  the  earning  power  would  be  reduced.  Exactly  the 
same  results  are  thus  seen  to  be  produced  in  connection 
with  the  press  as  in  regard  to  the  railways. 

It  is  a  matter  of  common  knowledge  that  it  is  the 
advertisers  who  really  pay  for  the  production  of  a  periodical. 
Take  away  the  advertising  department,  and  the  way  is 
paved  to  financial  disaster. 

Now  it  is  evident  that,  under  a  scheme  of  social  recon- 
struction which  aims  at  the  abolition  of  private  enterprise 
and  involves  a  condition  under  which  there  would  be  only 
one  firm — the  State — there  would  be  no  need  for  advertis- 
ing. No  longer  would  the  gaiety  of  nations  be  stimulated 
by  pictorial  and  humorous  announcements  calling  attention 
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to  the  virtues  of  this  soap  or  that  cocoa.  The  State, 
which  would  be  the  only  producer  and  distributor  of  these 
useful  commodities,  would  not  be  troubled  by  competition, 
and  would  say  in  effect  to  the  citizens,  "  You  must  consume 
our  soap  and  our  cocoas  whether  you  like  them  or  not." 
True,  a  great  deal  of  money  would  be  saved  by  this  simple 
process,  and  the  quahty  of  the  soap  and  cocoa  might 
thereby  be  improved;  but,  as  the  State  would  be  sole 
arbiter,  and  would  most  certainly  want  the  money  for  other 
purposes,  not  much  could  be  expected  in  that  direction. 

Be  that  as  it  may,  we  see  clearly  enough  that  news- 
papers would  no  longer  have  the  contributions  of  adver- 
tisers to  help  them  along,  and  thus  it  is  possible  that  a 
journal  which  now  costs  a  penny  could  not  be  sold  under 
a  shilling,  and  would  at  once  become  a  luxury  which  few 
could  afford. 

Doubtless  Socialists  will  reply  to  this  postulate  that  the 
State,  that  somewhat  intangible  but  beneficent  genius 
so  dear  to  their  hearts,  will  provide  its  citizens  with  such 
commodities  as  newspapers  without  charge.  But,  as  we 
have  seen,  nothing  could  be  free  in  a  Socialist  State.  And 
this  it  is  important  to  remember,  because  the  exact  anti- 
thesis is  the  view  generally  held.  To  emphasize  the 
point  we  put  it  in  another  way. 

Let  us  imagine  a  Socialist  community  of  a  thousand 
persons  possessing  an  average  earning  power  of  four  pounds 
per  week  per  person,  and  that  the  total  value  of  the 
commodities  necessary  for  the  subsistence  of  the  com- 
munity equals  four  thousand  pounds  per  week.  Let  us 
suppose  further  that  a  week's  work  per  unit  be  equal  to 
forty-eight  hours.  Now,  animated  by  the  spirit  of  progress, 
this  miniature  State  decides  to  produce  a  newspaper  and 
to  circulate  it  free,   amongst  the  members.    It  details 
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fifty  men  to  the  task  of  producing  it.  Some  make  type, 
some  machinery,  ink,  rollers,  paper,  and  all  the  other 
mechanical  necessities  ;  others  attend  to  the  journalistic 
and  literary  part  of  the  work  ;  others  compose,  print, 
fold  and  distribute  the  paper  when  finally  completed. 
All  the  time  this  work  has  been  costing  our  State  two 
hundred  pounds  a  week ;  that  is  to  say  5  per  cent,  of 
its  total  earning  power ;  and  the  nine  hundred  and  fifty 
members  of  the  community  have  had  to  contribute  this 
sum  in  order  to  have  a  free  newspaper.  They  have, 
indeed,  been  taxed  at  the  rate  of  about  four  shillings 
each  per  week  for  the  support  of  the  fifty  men  engaged 
in  the  production  of  the  journal,  and  if  after  that  they 
went  about  shouting  from  the  housetops  about  what  the 
State  could  do  for  its  citizens,  there  would  no  longer  be 
any  hope  for  credulous  human  beings. 

The  chief  concern  of  a  Socialist  State  must  be  the 
production  of  food,  clothes,  and  shelter,  and  if  the  State 
in  addition  desire  such  luxuries  as  newspapers,  it  must 
set  apart  the  labour  which  would  otherwise  be  available 
for  the  production  of  articles  of  necessity.  In  short,  those 
who  are  not  producing  food,  clothes,  and  shelter  must  be 
maintained  by  those  who  are. 

What  applies  to  newspapers  applies  equally  to  other 
classes  of  periodicals.  The  beautiful  productions  of  the 
monthly  press,  which  are  absolutely  dependent  for  their 
existence  upon  the  money  received  from  advertisers, 
could  no  longer  be  published  at  the  low  prices  now  ruling. 
The  cost  of  production  would  be  higher  because  wages 
would  be  higher  and  the  earning  power  would  be  less 
because  there  would  be  no  advertisements.  The  magazines 
would  assuredly  drop  out  of  existence  altogether.  As  for 
newspapers  there  would  probably  be  one  only — the  State 
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gazette — and  this  would  be  a  remarkable  organ.  It 
would  be  rank  with  officialism,  a  dreary  unreadable  journal 
in  which  nothing  unfavourable  to  the  jacks-in-office  could 
ever  be  inserted.  A  nation  without  a  free  press,  without 
the  means  of  exchanging  ideas  and  conveying  informa- 
tion, other  than  official  ideas  and  official  information, 
is  it  conceivable  ?  On  the  face  of  it,  most  certainly  not ; 
but  that  SociaHsm  would  involve  such  a  condition  of  things 
cannot  be  doubted.  Socialism  is  essentially  reactionary. 
Its  full  application  as  advocated  by  its  exponents  of  to-day 
would  entail  the  reversion  to  a  condition  of  society  little 
better  than  that  of  the  dark  ages. 

But  we  have  come  now  to  a  most  interesting  aspect  of 
our  subject.  We  have  seen  how  the  raising  of  the  standard 
of  comfort  would  affect  important  undertakings — such  as 
our  railway  system,  and  we  have  seen  how  the  press  would 
fare  with  the  cost  of  production  increased  and  the  earning 
power  reduced  ;  but  we  will  now  go  farther  and  ascertain 
as  well  as  we  can  to  what  extent  and  by  what  means  the 
cost  of  production  of  commodities  would  be  increased 
under  Socialism  and  how  the  well-being  of  the  community 
would  be  affected. 

All  Socialist  writers  appear  to  labour  under  the  funda- 
mental error  that  it  is  possible  to  raise  the  rewards  of 
labour  while  maintaining  the  purchasing  power  on  its 
existing  favourable  footing.  It  is  assumed,  for  example, 
that  if  the  worker's  share  of  the  wealth  which  he  assists 
in  producing  be  increased  from  £i  to  £2  he  will  be  able  to 
purchase  for  the  latter  sum  just  twice  as  much  as  he  could 
for  the  former.  And  after  all,  this  is  the  only  sort  of 
change  which  would  be  likely  to  appeal  forcibly  to  the 
average  workman.  If  you  told  such  a  man  that  his  £2 
would  only  procure  for  him  as  much  as  his  £1  used  to  do 
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his  allegiance  might  be  severely  strained.  But  little  re- 
flection is  needed  to  convince  one  that  if  wages  in  all 
industries  be  increased,  the  cost  of  production  of  all 
commodities  will  relatively  be  increased  also.  The  simple 
fact  is  that  the  Socialist  workman  regards  social  recon- 
struction from  the  point  of  view  of  the  particular  industry 
in  which  he  is  engaged,  and  from  that  only.  If  he  be  a 
cotton  spinner  he  looks  with  perfect  equanimity  upon  the 
cost  price  of  cotton  goods  being  increased  as  a  consequence 
of  an  improvement  in  his  own  condition  ;  but  when  he 
tries  to  exchange  his  cotton  for  wool  or  com  and  finds 
the  cost  price  of  those  articles  has  increased  in  the  same 
ratio  as  has  cotton  and  for  the  same  reason,  he  will  discover 
his  error,  and  turn  and  rend  the  leaders  who  have  lured 
him  by  specious  arguments  into  an  economic  embroglio. 

But  it  is  clear  that  under  Socialism  the  cost  of  production 
of  all  commodities  and  of  all  services  would  be  enhanced, 
and  the  ultimate  result  would  be  that  the  workers  would 
find  themselves  no  better  off  than  before ;  for  Socialism 
impUes  not  the  improvement  of  labour  conditions  here 
and  there  in  certain  favoured  industries,  but  a  general 
improvement,  and  such  general  improvement  would  really 
be  no  improvement  at  all,  simply  because  it  was  general. 
Workers  could  only  gain  a  substantial  advantage  on  a 
"  most  favoured  industry  "  basis,  but  this  would  outrage 
the  first  principles  of  Socialism. 

Not  only  do  Sociahsts  assume  a  condition  in  which  their 
own  particular  industry  will  benefit  at  the  expense  of 
all  other  industries ;  but  they  assume  that  their  own 
nation  is  really  the  only  nation,  and  that  all  the  advantages 
which  that  nation  has  enjoyed  by  international  trading 
would  be  continued  under  the  conditions  of  isolation  and 
Socialism. 
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Let  us  for  a  moment  review  the  position  of  this  country 
in  regard  to  certain  commodities  which  are  in  constant 
demand,  and  which  in  their  turn  affect  the  cost  of  pro- 
duction, and  see  what  we  can  deduce  from  the  facts 
disclosed. 

We  import  vast  quantities  of  corn  from  America,  Russia, 
and  India ;  rice  and  tea  from  India  and  China ;  Uve 
and  dead  meat  from  North  and  South  America  and  from 
our  colonies  ;  coffee,  cocoa,  and  other  articles  of  consump- 
tion from  various  parts  of  the  world.  In  short,  our  nation 
is  a  huge  consumer  of  food-stuffs  produced  in  other 
countries.  In  exchange  we  export  articles  of  our  own 
production,  we  do  a  huge  part  of  the  shipping  of  the 
world,  and  we  finance  the  younger  nations. 

Under  Socialism  all  this  would  be  changed  ;  the  regime 
of  international  commerce  would  be  at  an  end. 

Let  us  suppose  for  a  moment  that  the  British  Isles 
were  singled  out  as  the  only  country  which  had  adopted 
Socialism,  although  a  most  unlikely  contingency,  having 
regard  to  the  conservative  character  of  the  people.  The 
State  would  at  once  be  embarrassed  by  two  serious 
difficulties.  Having  increased  the  cost  of  production  all 
round,  its  purchasing  power  would  be  reduced,  the  same 
expenditure  yielding  much  less  commodities  available  for 
exchange.  Suppose,  for  example,  you  have  £ioo  worth  of 
British  goods  which  you  can  now  exchange  for  an  equal 
value  in  bales  of  cotton.  Included  in  the  £ioo  is  a  certain 
amount  of  surplus  value,  say  £io,  leaving  £90  as  the  cost 
of  production.  Under  SociaHsm  you  would  increase  the 
latter  sum  to  some  extent  unknown,  but  to  an  appreciable 
extent,  otherwise  there  would  be  no  gain  to  the  worker 
worth  having.  For  argument's  sake  let  us  assume  that 
the  rate  would  be  30  per  cent.    This  would  bring  the  cost 
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of  production  up  to  £117,  to  which  would  have  to  be  added 
cost  of  superintendence — say  5  per  cent. — or  together 
£121  los.  od.  This  would  be  the  value  which  you  would 
have  to  give  in  exchange  for  £100  worth  of  cotton,  an 
increase  of  21 J  per  cent.,  a  result  which  while  pecuUarly 
interesting  from  an  economic  point  of  view,  would  not  be 
greatly  appreciated  later  by  the  buyer  of  cotton  goods. 

A  sociaUzed  industrial  nation  producing  for  use  as  the 
prime  incentive  and  free  from  all  competition  could  not 
exchange  on  an  equal  footing  with  an  unsociaUzed  nation 
producing  with  the  stimulus  of  competition  a  surplus  of 
commodities  available  for  the  markets  of  the  world.  Let 
such  a  possibility  be  at  once  relegated  to  the  limbo  of 
*'  airy  nothings  "  into  which  so  many  Socialist  theories 
vanish. 

We  can  now  consider  how  we  should  fare  if  this  country 
were  one  of  a  number  of  Socialist  States  existing  in  various 
parts  of  the  world.  In  this  conception  we  shall  surely 
find  a  solution  of  all  our  difficulties.  Universal  SociaHsm 
will  be  the  great  panacea ;  this,  after  all,  is  the  Ultima 
Thule  of  our  hopes.  Still,  we  must  not  come  hastily  to 
conclusions.  We  must  study  our  relations  with  other 
Socialist  communities  not  from  the  sentimental  but  from 
the  material  side,  and  mainly  in  regard  to  the  commod- 
ities with  which  they  supply  us. 

Food,  the  most  important  of  all,  claims  our  first  thought. 
Should  we  be  able  to  obtain  food  from  other  countries 
under  conditions  as  to  exchange  as  favourable  as  those 
which  now  obtain  ? 

Let  us  take  rice  as  an  example.  It  is  a  useful  food  and 
largely  consumed  in  the  British  Isles.  True,  it  is,  to  some 
extent,  spoilt  as  we  get  it,  owing  to  its  having  been  polished 
and    so   deprived    of    valuable    nourishing    constituents. 
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Nevertheless  it  is  one  of  those  things  which  we  should 
find  it  hard  to  have  to  forgo  as  a  cheap  adjunct  to  our 
modest  table,  already  somewhat  monotonous.  As  every- 
body knows,  we  are  able  to  buy  this  food  product  at  a  few 
pence  per  pound  in  London,  notwithstanding  that  it  has 
been  grown  thousands  of  miles  away  and  has  been  trans- 
ported here  by  sea  and  railway  at  great  expense.  But  we 
get  rice  under  these  easy  conditions  simply  because  the 
work  of  production  is  carried  on  by  cheap  coolie  labour. 

The  fact  that  the  cooUes  are  satisfied  with  a  life  the 
beginning  and  end  of  which  is  bare  subsistence,  is  made 
use  of  in  order  to  produce  cheap  rice.  But  under 
Sociahsm,  which  is  a  negation  of  all  exploitation  of  labour, 
and  implies  an  equal  standard  of  comfort  for  all  workers, 
it  would  be  impossible  to  exploit  cheap  coolie  labour 
in  order  that  cheap  rice  might  be  available  for  British 
workers. 

The  reply  may  be  that,  such  being  the  case,  the  British 
people  would  be  content  to  dispense  with  rice  and  this 
would  be  the  only  solution,  but  we  are  then  immediately 
confronted  with  identical  conditions  of  labour  affecting 
the  production  of  other  commodities.  Cheap  labour  is 
required  not  only  to  produce  rice  but  tea,  coffee,  and  cocoa. 
These  last  three  beverages  would  have  to  follow  in  the  wake 
of  rice.  Indiarubber,  which  in  these  days  is  so  closely 
associated  with  tea  owing  to  its  often  being  cultivated 
in  the  same  plantations,  and  which  for  many  purposes 
has  become  so  important  to  civiUzed  communities,  would 
have  to  remain  upon  its  native  soil  untouched  by  British 
hands.  Under  Sociahsm  its  cost  would  be  so  increased 
as  to  make  its  use  prohibitive. 

Then  with  regard  to  the  vast  quantities  of  wheat  and 
other  grains  which  are  imported  from  North  and  South 
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America,  Russia  and  India,  the  same  conditions  in  some 
cases  would  apply.  Cheap  labour  and  cheap  land  are 
necessary  to  produce  the  com  so  that  it  can  be  sold  cheaply 
in  this  country.  But  that  is  not  all.  Can  any  Socialist 
see  why  those  countries  which  now  export  com  should 
continue  to  do  so  ?  They  also  would  be  actuated  by 
Socialistic  principles,  and  that  being  the  case,  they  would 
be  producing  for  use  only  and  not  for  commerce. 

It  may  be  argued  that  we  possess  a  special  skill  in  regard 
to  the  production  of  certain  commodities,  and  that  those 
countries  would  be  glad  to  exchange  their  com  for  our  goods. 
But  the  world  does  not  stand  still.  Progress  ceases  to  be 
progress  if  people  continue  to  do  the  same  things  in  the 
same  way  yesterday,  to-day  and  for  ever.  Those  countries 
will  produce  their  own  commodities  and  will  have  no  need 
of  us.  It  is  already  well  known  that  whereas  fifty  years 
ago  Lancashire  practically  possessed  a  monopoly  in  the 
manufacture  of  cotton  goods,  to-day  cotton  fabrics  are 
produced  in  large  quantities  in  various  parts  of  America, 
Japan,  and  elsewhere. 

Thus  we  see  that  the  cheap  food  and  other  products  of 
foreign  countries  which  are  now  imported  by  us  and 
which  account  for  the  comparatively  easy  conditions 
under  which  the  people  live,  are  obtained  as  cheaply 
as  they  are  by  reason  of  economic  factors  which  under 
SociaUsm  would  cease  to  exist.  If  this  country  desired  to 
make  arrangements  for  importing  such  an  article  as  rice, 
it  would  have  to  pay  for  it  on  the  basis  of  its  production 
under  conditions  approximately  equal  to  those  prevaiUng 
here.  The  same  question  would  arise  with  regard  to  other 
grains,  tea,  coffee,  cocoa,  and  food-stuffs  in  general.  In  a 
word,  our  Socialist  State  would  enter  upon  its  career  as 
such   handicapped   by   the   most   prodigious   difficulties. 
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Instead  of  retaining,  it  would  have  to  dispense  with  nearly 
all  the  advantageous  conditions  which  prevail  under 
the  existing  regime.  The  cost  of  production  of  all  commod- 
ities would  be  raised,  and  the  conclusion  is  forced  upon  us 
that  the  community  would  have  to  maintain  industrial 
conditions  so  strenuous  and  intensified  as  to  be  equalled 
only  by  those  famihar  insects,  the  ants  and  bees. 

Meanwhile,  the  production  under  Socialism  of  certain 
other  important  commodities  must  claim  our  attention. 

There  is  gold,  for  instance.  If  Socialism,  once  intro- 
duced, managed  to  survive  long  enough,  it  might  be  found 
possible  at  some  time  to  dispense  with  this  metal  as  a 
medium  for  exchange.  But  a  Socialist  State  developed 
on  the  foundations  of  a  highly  civilized  commercial  nation 
such  as  that  of  the  British  Isles,  in  which  all  values  are 
expressed  in  gold,  would  have  to  continue  to  use  the 
same  medium  for  some  considerable  period.  We  need  not, 
therefore,  consider  the  possibiHty  of  employing  credit 
notes,  wage  tickets,  etc.,  as  such  media  are  too  far  removed 
from  the  sphere  of  practical  poUtics  to  be  worthy  of  serious 
thought. 

The  world's  supply  of  gold,  although  there  have  been 
many  discoveries  within  the  last  thirty  years,  is  always 
unequal  to  the  demand.  The  gold  is  difficult  to  win,  the 
treatment  of  the  ore  in  many  districts  baffles  science,  and 
the  mining  of  the  precious  metal  can  only  be  profitably 
effected  in  the  largest  gold-producing  country  by  virtue 
of  cheap  labour.  The  Witwatersrand  of  South  Africa  is 
the  most  prolific  producer  of  gold  the  world  over.  Although 
low  grade  in  character,  the  deposits  in  the  banket  forma- 
tion are  of  tremendous  extent  both  in  area  and  depth. 
Suddenly  to  lose  the  supply  of  gold  from  the  Rand  would 
involve  something  like  a  universal  disaster.     But  all  who 
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have  any  intimate  knowledge  with  mining  on  the  Rand 
are  aware  that  the  gold  there  can  only  be  won  by  the 
employment  of  Kaffirs  or  correspondingly  cheap  unskilled 
labour.  But  under  Socialism,  employment  of  such  labour 
would  mean  the  sacrifice  of  those  principles  which  form 
the  foundation  of  the  social  idea.  For  the  most  part  the 
mines  of  the  Rand  belong  to  British  companies  and  under 
Socialism  would  become  the  property  of  the  State. 
Assuming  that  they  were  acquired  at  the  market  value 
by  compulsory  process,  the  amount  of  capital  which  the 
State  would  have  to  raise  by  way  of  loan  in  order  to  pay 
for  them  w^ould  be  little  short  of  ^^500,000,000,  and  the 
remarkable  thing  would  be  that  on  this  huge  sum  there 
would  not  be  the  slightest  return  with  which  to  pay 
interest  unless  the  market  value  of  gold  were  increased 
in  a  ratio  corresponding  to  the  increased  cost  of  pro- 
duction. This  would  probably  mean  that  gold  would  have 
to  fetch  £10  to  £12  per  ounce  instead  of  a  normal  price 
of  about  ;f4. 

So  much  for  the  gold,  the  one  commodity  which  knows 
no  overstocking,  for  which  there  is  never  a  slackening 
of  demand,  for  which  there  is  always  a  yearning  market. 
But  what  of  other  metals  for  which  men  burrow  in  every 
comer  of  the  world  and  upon  which  the  welfare  and  comfort 
of  civiUzed  beings  depend  ?  Socialists  are  fond  of  talking 
of  what  will  be  done  for  the  men  of  the  future  by  Science, 
but  Science  is  not  an  automatic  machine,  and  if  it  is  to 
be  applied  to  any  useful  purpose  it  calls  for  the  employ- 
ment of  nature's  resources.  Electricity,  which  has  proved 
itself  the  apt  handmaid  of  industry,  demands  an  ample 
supply  of  copper  and  zinc.  These  metals  must  be  won 
from  the  earth,  and  labour  must  be  employed  in  the  process. 
The  introduction  of  Sociahsm  would  mean  that  the  cost 
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©f  production  would  be  increased,  and  that  none  but  the 
most  prolific  and  accessible  of  the  mines  could  be  worked 
at  all.  Thus  Science  would  be  seriously  handicapped, 
for  not  only  would  her  instruments  be  more  costly  but 
their  supply  would  be  considerably  lessened. 

We  do  not  realize,  and  Socialists  above  all  do  not  realize, 
to  what  we  owe  the  comfortable  conditions  under  which 
we  live  in  these  days  ;  and  the  problem  for  the  reorganized 
State  would  be  how  to  maintain  those  conditions  without 
at  the  same  time  sacrificing  its  principles. 

Now,  in  a  word,  the  comforts  which  we  enjoy  are  largely 
due  to  the  exploitation  of  cheap  foreign  labour.  This 
may  not  be  a  satisfying  thought,  but  we  must  face  the 
stem  facts  of  life.  Because  theorists  are  blind  to  them 
is  no  reason  why  we,  as  resolute  investigators,  should 
flinch  at  an  encounter  with  them. 

Ceylon  tea  planters  will  tell  us  that  tea  could  be  grown 
equally  well  in  the  South  of  England  as  in  Ceylon,  but  the 
cultivation  would  be  a  commercial  failure  because  we 
could  not  command  here  the  cheap  coolie  labour  upon 
the  employment  of  which  the  successful  culture  of  the 
plant  depends. 

But  under  Socialism  the  State  might  decide  to  grow 
tea  in  this  country  in  order  to  avoid  the  adjustment  of 
Cingalese  labour  conditions  and  the  cost  of  carriage.  It 
will  be  interesting  to  forecast  how  such  an  experiment 
would  be  likely  to  result. 

For  this  purpose  we  must  assume  a  wage  standard  in 
general  operation  in  the  country.  In  the  elysium  of 
industr^^  of  which  our  agitators  dream,  £200  a  year  for  an 
adult  worker  would  not  be  excessive,  and  as  in  the  said 
elysium  there  would  be  none  but  adult  workers,  all  young 
folk  being  at  school  or  college,  we  may  quite  feasibly  base 
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our  calculation  on  that  figure.    And  the  calculation  will 
be  a  simple  one  as  soon  as  we  have  ascertained  what  coolie 
labour  costs  and  one  or  two  other  factors.     In  Ceylon  a 
week's  cooHe  labour  can  be  obtained  for  a  sum  of  from  three 
to  five  shillings.    Take,  however,  the  higher  figure,  which 
is  approximately  one-sixteenth  of  the  Socialist  wage  as 
estimated  by  us.     In  England  we  can  buy  one  pound  of 
tea  of  good  quality  for  three  shillings.    One-third  of  that 
will  be  duty  and  some  proportion  will  represent  certain 
established  charges,  wear  and  tear  of  the  implements  of 
husbandry,    packing,    carriage,    and    the    growers'    and 
merchants'   profit — in   all  doubtless   another  shilling  at 
least — leaving   one   shilling   as   the   cost   of   production. 
The  cost  of  production,  so  arrived  at,  will  include  rent  of 
land   or  its   equivalent   in   interest   and   any   purchased 
materials  used  in  the  process  ;    taxes,  cost  of  supervision, 
everything  in  short  outside  of  actual  labour  power  directly 
employed.     For    these    items    we    will    deduct    another 
eightpence,  and  we  have  then  the  sum  of  fourpence  per 
pound  of  tea  as  the  cost  of  the  labour  (manual  and  unskilled). 
It  remains  to  see  how  the  difference  in  the  cost  of  labour 
power  would  affect  the  cost  of  tea.    We  have  started  with 
a  wage  basis  of  approximately  four  pounds  as  against 
five  shillings,  and  we  find  that  under  the  present  system 
the  proportion  of  three  shillings  (the  cost  of  one  pound  of 
tea)  represented  by  the  labour  power  directly  employed 
was  fourpence.    As  our  wage  bill  is  now  increased  sixteen 
times,  all  we  have  to  do  is  to  multiply  fourpence  by  sixteen 
in  order  to  discover  that  the  labour  power  embodied  in  a 
pound  of  tea  would  be  under  the  new  conditions  five  shillings 
and  fourpence.    To  this  sum  we  must  add  for  packing, 
wear  and  tear  of  implements,  purchased  material,  and 
interest  on  land  and  capital  employed,  a  problematical 
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item,  but  certainly  not  less  than  eightpence.  Thus  we 
achieve  the  remarkable  result  that  under  Socialism  the 
cost  of  tea,  after  eliminating  private  profit  and  duty, 
would  be  no  less  than  six  shilUngs  per  lb.  And  we  have 
assumed  the  tea  to  be  grown  in  the  South  of  England. 
If,  under  Socialist  conditions,  it  were  grown  in  Ceylon 
the  cost  of  carriage  would  have  to  be  added. 

What  applies  to  tea  applies  with  equal  force  to  a  number 
of  other  important  commodities,  and  not  only  to  imported 
goods  but  to  those  of  home  production. 

The  cost  of  living  would  thus,  under  a  SociaUst  regime, 
be  greatly  increased  and  any  advance  in  wages,  while  at 
first  having  the  complexion  of  a  distinct  gain,  would  soon 
prove  but  cold  comfort  to  the  deluded  worker.  He  would 
find  indeed  that  Socialism  embodied  in  a  very  efficient  way 
the  philosophy  of  Thoreau,  who  taught  that  happiness 
really  consisted  in  reducing  one's  needs  to  the  fewest  and 
simplest  possible.  Our  SociaUst  citizen  would  thus  be  in 
training  to  become  a  transcendental  philosopher  worthy 
of  the  best  Concord  traditions,  but  at  first  he  would  probably 
find  it  difficult  to  realize  the  advantages  of  a  citizenship 
which,  while  giving  him  a  higher  wage,  restricted  its 
purchasing  power,  and  required  him  to  exercise  the  virtue 
of  self-denial  even  in  regard  to  the  necessaries  of  life. 


105 


CHAPTER    VII 

LABOUR  UNDER  SOCIALISM 

THE  Socialist  worker  who  has  followed  our  inquiry 
up  to  this  point,  if  not  wholly  convinced,  must  feel 
some  doubt  in  his  mind  as  to  the  soundness  of  the  theories 
upon  which  he  has  been  led  to  build  hopes  of  an  industrial 
millennium.  Faith,  even  in  a  lost  cause,  dies  hard,  but  the 
sooner  and  the  more  effectually  any  thoughtful  citizen 
can  be  brought  to  see  how  worthless  are  the  current 
schemes  of  social  reorganization  the  better. 

The  British  working  man  has  been  told  over  and  over 
again  for  many  years  that  under  Socialism  he  would  be 
better  off.  At  first  he  paid  little  attention  to  the  dubious 
tale,  but  frequent  repetition  induced  a  sort  of  credulity 
until  at  last  he  began  to  think  there  might  be  some  truth 
in  it.  He  read  pamphlets,  and  attended  street-comer 
lectures  ;  he  found  comfort  in  the  assurance  that  not 
only  were  his  wages  to  be  higher,  but  constant ;  that 
there  were  to  be  no  alternations  of  employment,  partial 
employment,  and  unemployment ;  that  many  things 
which  by  no  possible  means  could  ever  come  his  way  in 
these  days  would  be  dropped  into  his  hands  or  brought 
freely  to  his  door  by  the  "  State,"  and  that  last,  but  not 
least,  his  hours  of  labour  would  be  diminished  so  that 
to  all  intents  and  purposes  he  would  be  a  man  of  leisure, 
the  equal  of  any  of  those  irresponsible  beings  who  betake 
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themselves  to  Rotten  Row  on  sunny  mornings  instead  of 
to  the  industrial  and  commercial  arenas  farther  east. 

Alas,  for  the  vanity  of  human  wishes  !  It  has  been 
clearly  demonstrated  in  these  pages  that  under  SociaUsm 
the  cost  of  the  necessaries  of  life  would  be  higher  than 
prevails  under  the  normal  conditions  of  an  individualist 
regime,  and  that,  therefore,  if  wages  were  increased  the 
condition  of  the  recipients  would  in  no  sense  be  improved. 
The  conditions  created  by  the  World  War,  under  which 
we  still  groan,  must  for  the  purposes  of  argument  only  be 
regarded  as  transitory,  although  they  offer  in  passing  a 
striking  object-lesson  which  strengthens  in  a  marked 
manner  the  anti-Socialist  position.  Labour  has  had 
advance  on  advance  by  way  of  wages,  and  the  hours  of 
work  have  been  reduced  ;  but  Labour  never  really  finds 
itself  any  better  off.  The  cost  of  commodities  invariably 
rises  in  a  ratio  corresponding  to  increased  cost  of  labour, 
as  it  must  always  do  in  fulfilment  of  economic  law.  In 
endeavouring  to  capture  "  the  other  eightpence  "  Labour 
constantly  pursues  an  elusive  phantom,  a  creation  of  the 
wildest  dreams  of  visionary  economists. 

But  our  investigations  can  now  be  advanced  a  stage 
farther,  with  the  object  of  showing  that  the  general 
application  of  Socialism,  involving  an  increase  in  the  cost 
of  production,  must  lead  inevitably  to  increased  labour 
on  the  part  of  the  industrial  community. 

We  are  consequently  faced  by  an  exceedingly  interesting 
situation.  The  problem  of  unemployment,  always  in 
evidence  during  the  winter  months,  is  a  thorn  in  the  side 
of  every  statesman  and  a  source  of  anxiety  to  all  thoughtful 
and  sympathetic  citizens.  Are  we  about  to  maintain 
that  Socialism  means  more  work  ?  If  that  be  so,  surely 
we   have  at   last   hit   upon   a   transcendent  merit  upon 
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which    we   ought    to   direct    the    rays   of    our    critical 
searchlight. 

That  the  problem  of  unemployment  would  indeed  be 
solved  by  the  introduction  of  a  socialistic  regime  is  highly 
probable,  but  some  remedies  are  worse  than  the  disease, 
and  it  is  doubtful  whether  there  would  be  a  general  feeling 
of  satisfaction  at  the  cure  in  this  case. 

There  is  a  great  distinction  between  an  abundance  of 
employment,  such  as  is  commonly  understood,  and  a 
condition  in  which  existence  can  only  be  maintained  by 
strenuous  industry.  The  citizens  of  a  Socialist  State 
would  have,  not  an  employment  problem,  but  an  over- 
employment problem  ;  for  the  production  of  the  commod- 
ities necessary  to  existence  under  the  new  conditions 
would  involve  a  tremendous  tax  upon  the  labour  power  of 
the  community.  Men  would,  in  short,  be  grievously  over- 
worked. 

Confining  our  attention  to  the  British  Isles,  can  we 
suppose  that  the  State  under  Socialism  would  be  self- 
supporting  ?  Doubtless  our  cheerful  theorists  are  pre- 
pared to  claim  that  such  a  proposition  is  perfectly  feasible  ; 
but  it  is  only  possible  to  adopt  such  a  view  by  first  of  all 
discarding  some  very  important  elementary  considerations. 
It  must  be  assumed,  for  example,  that  the  people  would  be 
satisfied  with  the  "  simple  Hfe  "  in  its  most  drastic  form, 
an  existence  which  would  give  them  less  than  did  the 
primitive  conditions  of  medieval  times  to  their  ancestors. 
The  term  "  less "  is  employed  advisedly,  because  the 
great  increase  of  population  obviously  implies  this. 

The  productive  power  of  a  country  unaided  by  imports 
is  not  so  elastic  as  to  be  capable  of  supplying  all  the  needs 
of  a  population  no  matter  how  expanded.  Thus,  supposing 
the  full  productive  power  of  a  country  be  equal  to  a 
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million  pounds  and  the  population  in  course  of  time  be 
doubled,  the  units  of  the  increased  population  must  still 
be  content  with  the  million  pounds  which  the  smaller 
population  had  at  its  disposal. 

This,  be  it  understood,  assumes  that  the  state  has  no 
commercial  intercourse  with  foreign  nations.  After  the 
full  productive  power  of  a  country  within  its  own  borders 
has  been  attained,  there  can  be  no  increase  of  wealth  unless 
the  nation  resort  to  international  trading.  The  popula- 
tion may  expand,  but  the  amount  of  distributable  wealth 
cannot  be  enlarged  without  foreign  trade.  No  nation 
could  ever  grow  rich  and  powerful  or  adequately  supply 
the  needs  of  a  growing  population  if  it  insisted  upon  being 
self-supporting,  and  history  is  without  an  example  to 
assist  one  in  forming  the  opposite  opinion.  In  the  past 
where  nations  have  not  reUed  upon  commerce  they  have 
relied  upon  conquest,  but  it  has  always  been  necessary  to 
seek  outside  for  the  means  to  cope  with  the  needs  of  an 
expanding  population. 

We  have  so  far  briefly  considered  general  principles. 
If  we  descend  to  details  we  shall  see  at  once  the  position 
in  which  this  country  would  be  placed  if  it  endeavoured  to 
be  self-supporting. 

First  of  all  our  cotton  trade,  the  most  important  industry 
of  the  country,  would  be  at  an  -end.  Our  woollen  trade 
would  be  well-nigh  destroyed.  All  those  industries  which 
are  now  dependent  upon  imported  leather  or  raw  hides, 
skins,  silks,  timber,  rubber,  jute,  fibre,  various  metals, 
chemicals,  precious  stones,  various  oils,  including  to  a 
large  extent  petroleum,  etc.,  etc.,  would  cease  to  exist. 
Our  food  supply  would  be  cut  off  to  the  extent  of  75  per 
cent.  How  from  our  own  country  could  we  fill  the  terrific 
gaps  which  would  be  caused  by  the  disappearance  of  the 
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foreign  raw  material  now  to  all  intents  and  purposes 
essential  to  the  maintenance  of  our  position  as  a  civilized 
State  ?  The  inquiry  might  be  pursued  exhaustively,  but 
there  is  nothing  so  obvious  as  our  absolute  dependence 
upon  foreign  countries  for  numbers  of  commodities  without 
which  life  would  be  hardly  worth  living  and  civihzation 
impossible.  And  it  would  be  no  use  thinking  of  our  col- 
onies. They  would  assuredly  have  become  independent 
Socialist  States  and  would  be  full  of  their  own  economic 
troubles. 

Thus  in  actual  practice  the  Socialist  State  of  the  British 
Isles  would  find  itself  under  the  necessity  of  continuing 
the  system  of  international  exchange  which  now  prevails. 
The  question  to  be  considered  is  how  this  would  affect 
the  welfare  of  the  citizens,  if  all  industry  were  socialized 
not  only  in  this  country  but  in  others. 

This  nation  would  have  to  produce  commodities  in 
order  to  exchange  them  for  the  products  of  other  countries, 
that  is,  for  products,  including  food,  which  would,  as  now, 
be  absolutely  necessary  to  its  existence.  Sociahsts  beUeve 
apparently  that  once  given  a  reorganization  of  society, 
the  feeding,  clothing,  and  housing  of  the  people  would  be 
performed  in  some  automatic  or  miraculous  way  without 
any  individual  effort.  Edward  Bellamy  has  helped  to 
lead  them  into  these  delusions  by  his  picture  of  that 
wonderful  future  State  in  which  by  pressing  buttons 
everything  would  be  suppUed  to  the  pampered  citizen. 
We  find,  however,  this  strange  fact  confronting  us  in  the 
baldest  and  most  uncompromising  form.  Men  must  work 
in  order  to  produce  the  means  by  which  to  live.  America 
will  not  send  us  corn,  cotton,  meat,  timber,  and  what  not, 
let  us  press  never  so  many  buttons ;  India  and  China 
will  be  in  the  same  mind  about  rice  and  tea ;    the  Straits 
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Settlements  about  rubber  and  tin.  These  places  will  want 
us  as  hitherto  to  work  and  produce  goods  in  payment  for 
the  goods  which  they  will  send  us.  The  idea  of  getting 
something  for  nothing  is  doubtless  not  without  fascination 
for  most  people,  but  a  State  could  hardly  be  founded 
upon  such  a  principle  except  in  the  brains  of  a  Bellamy 
or  a  Morris. 

The  people  of  this  country  would,  then,  have  to  produce 
commodities  for  purposes  of  international  exchange. 
This  fact  being  conceded,  we  have  to  consider  in  what 
way  Socialism  would  affect  exchange  and  consequently 
labour  conditions. 

The  cost  of  production  of  many  different  kinds  of 
commodities  varies  considerably  in  different  parts  of  the 
world.  Climatic  conditions  account  for  a  great  deal ; 
here  and  there  nature  is  exceptionally  beneficent,  the  soil 
is  fertile,  well-watered,  easily  worked ;  two  or  three 
crops  of  cereals  can  be  harvested  in  a  year.  Vast  areas 
of  land  in  South  America  answer  in  one  or  more  respects 
this  description.  Beyond  this  there  is  an  abundance  of 
cheap  labour. 

But  the  climate  and  soil  of  the  British  Isles  compare 
most  unfavourably  with  those  of  such  countries  as  we  have 
in  mind.  We  cannot  produce  so  abundantly  ;  we  are 
handicapped  by  weather  conditions,  by  want  of  fertility 
in  the  soil,  by  restriction  of  areas,  by  heavy  taxation. 

Thus  it  happens  that  under  the  existing  regime  we  can 
obtain  almost  unlimited  quantities  of  com,  produced 
thousands  of  miles  from  our  shores,  more  cheaply  than 
we  can  grow  it,  notwithstanding  the  added  cost  of 
carriage. 

But  the  introduction  of  Socialism  would  revolutionize 
the  trade  in  com,    The  cost  of  production  of  the  grain 
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would  be  increased,  owing  to  the  alterations  in  labour 
conditions  in  the  exporting  country  ;  and  the  cost  to  the 
importing  country  would  be  greater  not  only  on  this  account 
but  on  account  of  the  increased  cost  of  carriage,  due  also 
to  alterations  in  labour  conditions.  The  cost  of  wheat 
would  be  affected  by  an  increase  in  the  wages  of  men 
employed  in  the  steel  works  where  rails  are  produced  ; 
in  the  engineering  shops  where  locomotives  and  boilers 
are  constructed ;  in  the  ship-building  yards ;  in  the 
mines ;  in  the  oil  and  gas  fields ;  at  the  docks,  on 
shipboard — in  short,  all  along  the  route  from  the  farms 
to  the  home  market. 

By  the  time  we  could  get  wheat  from  Canada,  the 
States,  Argentina,  or  Russia,  we  should  find  that  the  cost 
w^ould  be  heavier  than  that  at  which  we  could  produce  the 
grain  in  our  own  country.  This  is  a  condition  such  as 
would  be  likely  to  be  exceedingly  interesting  to  land- 
owners of  our  day,  but  in  actual  operation  in  the  Socialist 
State  it  would  give  rise  to  serious  "  problems."  The 
State  could  produce  wheat  much  cheaper  than  it  could 
import  it  from  distant  countries,  but  it  could  not  produce 
enough  to  satisfy  the  requirements  of  the  people.  It 
would,  therefore,  have  to  purchase  it  from  abroad  at  a 
price  which  with  carriage  added  would  represent  more 
than  the  cost  of  production  at  home.  Supposing  the  value 
of  a  quarter  of  home-grown  wheat  might  be  expressed 
by  the  sum  of  forty  shillings  and  that  the  cost  of  imported 
wheat  were  fifty  shiUings  per  quarter,  the  industrial 
community  would  have  to  produce  other  commodities 
with  which  to  buy  foreign  wheat,  and  there  would  be  an 
increase  of  home  labour  in  the  same  ratio.  That  is  to 
say,  men  would  have  to  do  so  much  more  work  in  order 
to  obtain  the  means  of  exchange.    It  has  been  estimated 
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that  this  country  could  not  produce  more  than  a  quarter 
of  the  wheat  actually  required  for  consumption  by  the 
existing  population.  That  being  so,  the  community 
while  being  able  to  work  for  a  certain  part  of  the  year 
under  normal  conditions  as  to  hours  of  labour,  would 
during  the  remaining  months  have  to  work  more  hours 
in  order  to  pay  for  foreign  wheat. 

In  the  previous  chapter  it  has  been  shown  how  Socialism 
would  affect  the  cost  of  production  of  other  articles  such 
as  rice  and  tea,  and  nothing  would  be  gained  by  elaborating 
further  details.  It  must  be  sufficiently  evident  that  the 
ultimate  result  of  such  increase  of  cost  would  be  an 
increase  of  labour  on  the  part  of  the  industrial 
community. 

That  the  wealth  of  this  country  is  almost  entirely  due 
on  the  material  side  to  cheap  imported  food  there  can  be 
no  reasonable  doubt.  The  food  which  we  purchase  from 
abroad  is  converted  into  commodities  which  we  sell  at  a 
profit  to  foreign  nations,  including  those  from  which  we 
obtain  the  food  ;  and  wealth  can  only  be  created  on  the 
same  large  scale  as  has  obtained  during  the  last  fifty 
years  so  long  as  we  have  unrestricted  imports  of  cheap 
food. 

Under  Socialism  the  State  could  no  longer  purchase 
food  at  an  advantage.  It  would,  therefore,  have  to  devote 
its  energies  primarily  to  the  home  production  of  food. 
This  would  certainly  have  the  immediate  effect  of  restoring 
agriculture  to  its  ancient  importance  ;  but  a  nation  such 
as  ours  does  not  maintain  or  enhance  its  wealth  by  the 
development  of  its  own  resources  for  its  own  consumption, 
but  by  international  trading.  Therefore,  the  one  great 
prize  which  Socialists  seek  to  capture  for  the  people,  the 
wealth  of  the  country,  would  no  longer  possess  any  real 
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value.  As  we  have  seen,  wealth  is  created  mainly  out  of 
cheap  imported  food,  and  once  that  profit-making  limb  is 
detached  from  the  political  economy  of  the  nation,  we 
shall  see  a  new  era  in  which  life  will  be  harder  for  everybody 
and  the  industrial  community  will  not  only  have  to  work 
longer  hours,  but  will  receive  less. 

The  United  States  of  America  are  quite  capable  of 
being  self-supporting.  They  produce  immense  quantities 
of  food  and  every  kind  of  raw  material.  Within  their 
own  borders  they  can  produce  all  that  is  required  for  their 
needs.  Yet  their  great  wealth,  like  ours,  is  due  to  inter- 
national trading.  Some  of  their  important  lines  of  railway 
depend  for  their  very  existence  upon  the  carriage  of 
grain  from  the  land  to  the  ports  whence  it  is  shipped 
to  us. 

As  we  sit  at  our  English  tables  eating  bread  we  are 
supporting  railway  systems  in  the  United  States  and 
Canada,  capitalized  to  the  extent  of  many  millions  of 
dollars,  systems  which  would  be  practically  ruined  if  we 
ceased  to  import  com  from  those  countries. 

But  the  United  States  and  Canada  can  produce  more 
grain  than  they  can  consume,  and  they  sell  the  surplus  to 
us  at  a  profit ;  whether  or  not  they  would  continue  this 
process  under  Socialism  it  is  impossible  to  say  ;  but  it 
is  clear  that  they  would  no  longer  have  the  same  incentive 
and  we  should  not  be  really  necessary  to  them,  inasmuch 
as  they  could  if  required  produce  all  the  commodities 
needful  to  their  population.  And  owing  to  their  almost 
inexhaustible  natural  resources  they  could  produce  more 
cheaply  than  we  could,  so  that  it  might  be  quite  feasible 
to  suppose  a  condition  of  affairs  in  which  the  ratio  of  cost 
of  production  might  be  as  ten  shillings  is  to  fifteen  shilUngs  ; 
that  is  to  say,  an  article  costing  them  the  former  sum  might 
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cost  us  the  latter.  We  could  not,  therefore,  sell  them 
such  an  article,  and  the  only  course  open  to  us  would  be 
to  reduce  the  cost  of  production  by  requiring  the  in- 
dustrial community  to  work  longer  hours  for  the  same 
or  even  less  wages,  for  willy  nilly  we  must  have  their 
grain. 

Thus  we  see  that  by  increasing  the  cost  of  production 
of  home  commodities  we  immediately  encounter  diffi- 
culties as  to  exchange  and  find  ultimately  that  labour 
conditions  call  for  readjustment. 

In  an  old  thickly  populated  country  like  Great  Britain 
with  comparatively  large  areas  quite  unfit  for  cultivation, 
the  cost  of  producing  food  is  considerably  higher  than  that 
which  prevails  in  a  large  country  like  that  of  the  United 
States  of  America  or  of  Canada,  or  of  the  various  other 
States  of  North  and  South  America,  where  there  are 
huge  areas  of  very  fertile  land  peculiarly  suitable  for  the 
production  of  cereal  crops  on  a  large  scale. 

In  these  countries,  also,  there  are  immense  rolling 
prairies,  where  great  herds  of  buffaloes  and  other  homed 
stock  roam  at  large.  The  climatic  conditions,  furthermore, 
are  especially  favourable  factors,  and  not  only  are  cereal 
crops  produced  in  abundance,  but  the  fragrant  coffee 
berry,  the  cocoa  bean,  the  banana  and  tobacco.  Great 
quantities  of  hides,  wool,  and  other  animal  products  are 
exported,  while  thousands  of  miles  of  plantations  are 
devoted  to  cotton  cultivation  and  supply  the  world  with 
immense  quantities  of  cotton  and  cotton-seed  oil. 

Here  in  England  we  suffer  and  shall  always  suffer  from 
our  pecuHar  limitations.  We  are  at  the  mercy  of  an 
unstable  and  treacherous  climate.  In  one  sense  mild  and 
beneficent,  it  is  to  a  degree  unreUable,  and  if  we  had  to 
depend  wholly  or  even  to  a  great  extent  upon  the  food 
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which  we  could  produce  within  our  own  borders  we  should 
have  frequently  recurring  intervals  of  famine.  We  can 
produce  but  few  of  the  articles  of  commerce  enumerated 
above  ;  certain  cereals  we  can  grow  and  grow  well,  but  we 
cannot  always  grow  with  equal  abundance.  Next  Septem- 
ber our  granaries  may  be  full  to  overflowing,  but  twelve 
months  later  all  may  be  changed.  Floods  may  ruin  the 
crops  before  they  are  ripe.  Tempest  may  beat  them  down, 
cold  and  wet  may  prevent  their  ripening.  Unlike  those 
great  territories  across  the  Atlantic,  we  could  not  afford 
to  have  here  and  there  a  thousand  miles  of  crops  devas- 
tated by  torrential  rains  or  levelled  by  tornadoes  :  a  great 
devastation  would  mean  to  us  starvation. 

What  does  all  this  signify  ?  It  signifies  that  the  cost 
of  production  of  all  commodities  would  necessarily  under 
Socialism  be  higher  in  England  than  in  those  countries 
with  w^hich  we  should  desire  to  exchange,  and  we  should 
be  placed  at  the  terrible  disadvantage  of  not  being  able 
to  exchange  on  equal  terms. 

Thus,  even  supposing  the  whole  w^orld  were  Socialist 
according  to  the  Utopian  dreams  of  the  most  visionary, 
we  should  find  that  the  inhabitants  of  the  British  Isles 
would  have  to  work  so  many  hours  more  per  man  than  they 
do  now  in  order  to  neutralize  the  enhanced  cost  of  pro- 
duction. 

But  it  will  be  urged  that  we  are  at  present  under  the 
same  natural  disadvantages  and  that  chmatic  difficulties 
will  not  change  because  the  world  becomes  Sociahst.  It 
will  be  contended  that  if  we  can  exchange  with  the  relative 
positions  as  they  now  exist  we  shall  still  be  able  to  exchange 
on  equal  terms  when  social  reconstruction  takes  place. 
Now  to  this  the  answer  is  that  for  cheap  food  and  other 
necessary  adjuncts  of  civilization  we  exchange  commod- 
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ities  produced  by  the  organization  of  labour  under  the 
most  economical  conditions,  that  these  conditions  could 
not  prevail  under  Socialism,  and  that  we  should  no  longer 
be  able  to  exchange  under  equal  conditions  the  commodities 
produced  by  us  for  the  food  of  other  countries. 
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CHAPTER    VIII 
"  MUNICIPAL  SOCIALISM  " 

THE  advocates  of  a  reorganization  of  Society  profess 
to  see  in  municipal  undertakings  a  practical  applica- 
tion of  Socialism,  a  useful  object-lesson  which  is  better 
than  any  amount  of  theory,  and  which  cannot  do  other- 
wise than  confound  all  captious  critics. 

It  must  not,  however,  be  thought  that  all  sections  of 
the  Socialist  camp  regard  in  the  same  favourable  Ught 
these  so-called  palliatives  or  instalments  of  SociaUsm. 
For  example,  the  Social  Democrat  is  a  thorough-going 
irreconcilable  ;  he  is  imbued  with  the  principles  of  Karl 
Marx,  and  adheres  with  a  pathetic  faith  to  theories  which 
have  long  since  been  disproved  both  by  argument  and 
experience.  His  party  is  either  hopelessly  conservative 
or  revolutionary  according  to  the  attitude  of  mind  with 
which  you  regard  it,  and  will  have  nothing  to  do  with 
experiments  ;  it  does  not  want  bits  of  SociaUsm — shreds 
and  patches  of  communal  enterprise  here  and  there. 
Its  aim  is  either  to  leave  things  alone  altogether  or  to  bring 
about  a  sudden  and  complete  overthrow  of  the  present 
system.  But  even  then,  everything  must  be  managed 
in  its  own  particular  way  ;  it  is  ready  to  oppose  in  the 
doughtiest  manner  any  other  body  which  by  different 
methods  may  be  striving  to  attain  the  same  results. 
To-day  we  limp  along  under  the  burden  of  Capitalism  ; 
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to-morrow  the  burden,  like  that  of  Christian,  will  fall 
from  our  shoulders,  and  we  shall  step  into  the  Hme- 
light  of  the  political  arena,  a  full-fledged  SociaUst  State. 
So  dream  the  Social  Democrats  while  they  scoff  at  all 
intermediate  experiments.  The  Fabians,  on  the  contrary, 
are  mere  opportunists  ;  incapable  of  great  revolutionary 
ideas,  they  are  thankful  for  the  smallest  of  mercies  if 
only  they  have  a  SociaUst  flavour.  Amongst  these  not 
the  least  important  are  such  undertakings  as  are  com- 
prehended by  the  term  "  Municipal  Socialism." 

All  public  works  such  as  tramways,  gas,  electric  Hght, 
and  water  supply  works,  baths,  washhouses,  etc.,  which 
are  managed  by  local  authorities,  come  under  this  head 
and  are  claimed  by  Socialists  as  illustrations  of  what  can 
be  done  by  Jthe  public  for  the  public. 

But  the  curious  feature  of  these  enterprises  is  that 
they  are  not  SociaUst  enterprises  at  all,  and  bear  no 
resemblance  whatever  to  Socialism  as  generally  propa- 
gated and  currently  understood.  It  wiU  be  interesting 
to  look  more  closely  into  this. 

If  we  seek  for  the  inception  of  a  municipal  undertaking 
in  what  direction  shall  we  turn  our  attention  ?  Not, 
surely,  in  that  of  an  infectious  popular  movement,  spreading 
through  the  community  and  gathering  impetus  day  by 
day  until  it  can  no  longer  be  withstood,  and  with  one 
voice  it  is  decided  to  have  a  municipaUzed  public 
work. 

On  the  contrary,  in  nearly  all  cases  such  works  are 
promoted  by  engineers,  contractors,  and  manufacturers; 
the  local  authorities  are  approached  by  these  people  and 
infused  with  the  idea ;  privately  at  first,  and  with  the 
intention  of  ultimately  obtaining  a  concession  for  a  public 
company,  but,  certainly,  whether  the  undertaking  is  to 
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be  the  property  of  the  local  body  or  not,  with  the  unmediate 
object  of  obtaining  a  job  for  the  said  engineers,  contractors, 
and  manufacturers.  Pure  business  is  the  genesis  of  all 
"  public-spirited  enterprise."  Men  of  business  do  not  wait 
in  their  offices  with  their  hands  in  their  pockets  expecting 
contracts  to  come  in  by  post  or  telegraph.  They  send  all 
over  the  country,  nay,  all  over  the  world  ;  their  emissaries 
are  in  every  port,  and  these  amiable  people  employ  all 
their  blandishments  not  only  in  order  to  secure  private 
contracts  but  contracts  from  public  corporations.  They 
waylay,  they  cajole,  they  almost  hustle  members  of  town 
councils  ;  they,  in  short,  work  public  bodies  into  the 
proper  frame  of  mind  ;  and  when  in  due  course  some  local 
orator  in  a  great  peroration  moves  his  fellow  townsmen 
almost  to  tears,  it  is  not  so  much  as  dreamed  of  that  a 
mere  commercial  traveller  has  been  the  foundation  of  the 
great  movement  culminating  in  the  demand  for  a  municipal 
tramway. 

Let  us  assume  in  being  a  town  of  fairly  ample  proportions 
which  we  will  call  Fabiana.  The  inhabitants  of  this  town, 
through  their  representatives  the  Borough  Council,  decide 
after  much  discussion  to  have  an  electric  tramway  system. 
Much  has  been  made  of  the  potential  profits  which  are  to 
go  into  the  pockets  of  the  burgesses  by  the  indirect  method 
of  reducing  the  rates.  One  sees  in  imagination  a  con- 
stantly increasing  revenue  ;  people  when  they  ride  in  the 
tramcars  will  be  inflated  with  the  idea  that  not  only  are 
they  adding  to  the  wealth  and  importance  of  Fabiana  but 
of  themselves.  Not  for  a  moment  should  the  counter 
suggestion  of  granting  the  concession  to  a  limited  company 
be  considered ;  to  allow  the  town's  money  to  be  drained 
away  by  outsiders  after  this  manner  would  be  a  short- 
sighted poHcy  wholly  unworthy  of  progressive   Fabiana. 
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On  the  contrary  let  the  town  have  the  full  advantage  of 
the  enterprise  from  start  to  finish. 

Eventually,  not  without  difficulty  and  expense,  parlia- 
mentary powers  and  Local  Government  Board  authority 
are  duly  obtained,  and  the  Town  Council  sets  to  work  in 
earnest  with  the  actual  business  of  planning,  constructing 
and  equipping  the  tramway.  But  before  it  has  proceeded 
very  far  it  is  met  by  a  serious  question,  the  question  of 
money.  The  balance  at  the  bank  will  not  more  than 
sufiice  to  meet  the  normal  requirements  of  the  town  until 
the  next  rate  is  made.  But  the  tramway  will  cost 
£300,000.  How  shall  Fabiana  manage  about  so  intensely 
practical  a  matter  ?  What  would  the  ingenuous  SociaHsts 
do  in  like  case  ?  Would  they  get  workmen  to  work  on 
credit  for  a  year  or  eighteen  months  ?  The  reply,  we  fear, 
is  obvious.  But  Socialists  ought  to  be  ready  with  a  plan 
which  should  not  necessarily  require  the  pre-existence  of 
capital.  What,  for  instance,  would  they  do  if  they  were 
making  a  wholly  independent  start  on  their  own  account, 
unembarrassed  by  that  hated  burden  of  capital,  by  those 
means  and  instruments  of  production  which  they  do  not 
control  ?  There  is  only  one  thing  which  they  would  do 
in  such  a  matter  as  this  of  the  tramway — they  would 
do  without  it.  But  Fabiana  decides  to  borrow  the  capital, 
and  at  one  blow  demoHshes  the  idea  of  SociaHsm  in 
connection  with  its  enterprise.  It  goes  cap  in  hand 
throughout  the  length  and  breadth  of  the  country,  trying 
to  hire  money  from  capitalists ;  it  allows  a  discount — 
borrows  £96  and  agrees  to  call  it  £100  ;  it  pays  commissions 
and  brokerages,  it  spends  money  in  advertising,  it  adopts 
every  known  financial  method  and  saddles  posterity  with 
the  expense.  Such  is  Municipal  SociaHsm,  and  the  curious 
thing  about  it  is  the  Capitalism  upon  which  it  is  founded. 
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The  people  who  contribute  the  money  are  paid  a  low 
rate  of  interest,  but  their  security  is  good  and  they  will 
receive  their  pay  whether  the  tramway  be  a  profit-making 
instrument  or  not,  for  any  deficit  will  always  be  made 
good  out  of  the  rates ;  they  will  thus  have  the  security 
not  only  of  the  tramway,  but  of  the  whole  town. 

We  see,  therefore,  that  Municipal  SociaUsm  assures  to 
the  capitalist  a  fixed  rate  of  interest  for  the  use  of  his 
money,  and  it  gives  him  a  far  superior  security  to  that 
which  he  could  obtain  from  a  company. 

If  Fabiana  were  to  give  its  tramway  concession  to  a 
company,  the  capitaUst  who  supplied  the  money  for 
construction  and  equipment  would  willingly  take  the  risk 
of  the  undertaking  paying  its  way ;  he  would,  in  fact, 
only  receive  a  return  on  his  capital  if  the  tramway  suc- 
ceeded in  earning  it,  a  position  by  no  means  so  happy  as 
that  in  which  his  return  would  be  guaranteed  by  the 
entire  population  of  an  important  borough. 

The  real  position  of  the  investor  in  tramway  companies 
is  quite  different  to  that  imagined  by  the  theoretical 
Socialist.  The  latter  can  only  think  of  the  former  as  the 
greedy  recipient  of  fat  dividends.  Now  the  fact  is  that 
the  average  return  to  capital  invested  in  English  tramway 
companies  in  the  year  1913  (the  last  of  which  Board  of 
Trade  Returns  are  available)  was  3 J  per  cent.  ;  and  the 
return  to  capital  invested  in  English  municipal  tramways 
was  almost  identically  the  same  figure.  But  this  includes 
for  the  purpose  of  comparison  a  sum  of  £576,699  contri- 
buted to  the  rates. 

This  contribution  to  the  rates,  however,  was  a  gigantic 
piece  of  bluff,  as  any  practical  man  who  studied  the  figures 
would  know  perfectly  well.  The  contribution  was  only 
made  by  the  simple  device  of  omitting  the  provision  of 
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adequate  reserves  for  depreciation.  Less  than  i  per  cent, 
of  the  capital  involved  was  set  aside  for  depreciation, 
the  assumption  being  that  permanent  ways,  cables, 
standards,  machinery,  plant  and  rolling  stock  could  be 
calculated  to  last  upwards  of  a  hundred  years  !  It  was 
only  in  this  way  that  municipal  enterprise  could  save  its 
face,  while  leaving  posterity  to  bear  the  inevitable  deficits 
which  would  have  to  be  made  up  by  additional  rates. 
Even  as  it  was,  there  were  in  the  year  1913  26  cases  in 
which  the  rates  were  called  upon  to  shoulder  deficits  arising 
from  the  working  of  tramways.  Wigan  Corporation  alone 
made  a  loss  of  £4,500  which  the  good  burgesses  had  to  pay 
in  the  form  of  increased  rates. 

Our  Socialist  agitators  are  never  tired  of  scoffing  at  the 
capital  cost  of  any  undertaking..  To  such  unimportant 
details  as  expense  they  assume  a  lordly  indifference,  and 
if  the  effect  of  expenditure  be,  as  it  nearly  always  is,  an 
increase  in  the  rates,  a  remonstrance  on  the  part  of  a 
ratepayer  is  met  with  scorn.  They  rejoice  at  any  increase 
in  rates  and  taxes,  for  is  it  not  in  this  way  that  Henry  George 
and  his  followers  have  hoped  to  bring  about  the  mil- 
lennium ?  One  of  the  surest  means  of  getting  rid  of  the 
capitahst  is  to  tax  him  out  of  existence.  This  Georgian 
panacea  is  the  cherished  fetish  of  the  reformer.  The 
more  you  increase  the  rates  and  taxes  the  more  you 
reduce  the  surplus  value  which  the  capitalist  lives  to 
snatch. 

But  any  considerable  increase  in  rates  and  taxes  must 
enhance  the  cost  of  production  of  commodities,  and  if 
at  the  same  time,  as  is  more  than  Ukely,  the  selUng  price 
of  the  commodities,  owing  to  stress  of  competition  and 
other  causes,  can  only  be  maintained  at  the  old  rate,  the 
wages  bill  must  be  lowered.     It  may  be  interesting   to 
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endeavour  to  tax  the  capitalist,  to  whom  you  are  indebted 
for  your  occupation,  completely  out  of  existence,  but  the 
process  is  one  which  in  the  end  does  more  injury  to  the 
taxers  than  to  the  taxed.  As  this  subject  is  intimately 
bound  up  with  Municipal  SociaUsm,  we  think  we  can  with 
profit  afford  to  give  a  little  more  attention  to  it. 

In  actual  practice  a  manufacturer  or  a  merchant,  before 
engaging  in  the  production  or  disposal  of  commodities, 
goes  very  deliberately  to  work  at  what  is  called  "  costing." 
The  average  social  reformer  doubtless  imagines  that 
surplus  value  is  a  matter  of  mere  automatic  creation. 
With  him  it  is  simply  a  case  of  buying  so  much  raw 
material,  employing  so  much  labour  upon  it,  then,  after 
the  manner  described  by  Marx,  adding  as  profit  or  surplus 
value  a  sum  equal  to  the  cost  of  the  labour,  and  seUing 
your  commodity.  Theoretically  this  is  a  perfectly  straight- 
forward process,  offering  no  difficulties  and  calculated  to 
result  in  great  wealth-production.  You  buy  your  raw 
material,  convert  it  into  commodities  and  sell  at  a  profit. 
Surely  anyone  can  do  it. 

The  practical  manufacturer,  however,  if  he  understands 
his  business,  is  a  calculating  man.  He  does  not  rush  off 
to  the  Exchange  and  buy  his  raw  material,  start  his  men 
on  to  the  job,  and  send  the  finished  goods  to  market, 
without  knowing  exactly  what  he  is  about.  He  first  of 
all  sits  down  and  carefully  elaborates  all  the  details  of 
cost,  beginning  with  that  of  the  raw  material,  and 
including  many  items  which  are  wholly  ignored  by  the 
theorists.  In  addition  to  the  labour  power  which  he  will 
purchase,  he  allows  for  the  proportion  of  lighting  and 
heating  involved  in  the  process  of  production,  the  pro- 
portionate cost  of  management,  rent,  interest  on  borrowed 
capital,  depreciation  of  machinery  and  plant,  travellers' 
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salary  and  commission,  advertising,  and  sundry  expenses. 
But  there  is  yet  another  item  for  which  he  allows,  namely, 
rates  and  taxes.  Now  we  begin  to  see  our  point.  If  the 
item  "  rates  and  taxes  "  be  an  increasing  one,  it  is  clear 
that  the  cost  of  the  commodity  which  is  being  produced 
must  be  relatively  increased,  for  the  standing  charges 
remain  unchanged.  The  same  amount  of  depreciation 
will  occur  in  the  process  of  manufacture,  rent  will  remain 
the  same,  and  all  the  various  incidentals  must  be  met 
as  before. 

The  alternatives  presented  to  the  manufacturer  are 
therefore  : — 

{a)  Reduce  the  cost  of  labour  power,  which  can  probably 
only  be  done  by  the  employment  of  new  or  improved 
machinery. 

[h)  Charge  an  enhanced  price  for  the  commodity.  As 
to  this,  it  is  highly  probable  that  the  profit  already 
achieved  is  so  small  that  a  reduction  means  little  short  of 
annihilation.  If  the  manufacturer  be  called  to  combat 
constantly  increasing  rates  and  taxes  by  reducing  his 
percentage  of  profit,  he  will  probably  in  the  end  decide 
to  close  his  factory.  He  is  not  a  philanthropist,  and  does 
not  carry  on  his  business  merely  for  the  purpose  of  employing 
workmen.  All  business  men  are  aware  of  the  existence  of 
manufacturing  concerns  which  have  been  carried  on  at  a 
loss  or  at  an  infinitesimal  profit  for  years.  In  such  cases 
it  would  have  been  a  distinct  gain  to  the  shareholders 
had  the  factories  been  closed  and  work  of  all  kind 
suspended. 

To  meet  the  situation,  then,  the  ratio  of  labour  power 
must  be  reduced  or  the  market  price  of  the  commodity 
must  be  raised.  Given  a  proper  amount  of  combination 
on  the  part  of  manufacturers  the  latter  might  be  a  possible 
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alternative,  but  competition  being  as  severe  as  it  is,  it 
often  happens  that  the  workers  are  called  upon  to  take  their 
share  of  the  burden.  And  so  it  comes  about  that  the  very 
men  who  in  the  Ught-hearted  Georgian  style  have  sought 
to  tax  the  capitalist  out  of  existence  find  that  they  them- 
selves pay  the  increased  cost  of  taxation  by  the  loss  of 
employment  or  reduction  in  wages.  But  sometimes  the 
workers,  ignorant  of  or  indifferent  to  the  causes  which 
have  brought  about  the  position,  call  a  strike.  The 
Trades  Unions  are  powerful,  the  men  are  obdurate,  and 
the  manufacturer  is  defeated.  His  narrow  margin  of 
profit  will  bear  no  further  reduction.  As  an  alternative 
to  stoppage  he  tries  to  increase  the  price  of  the  commodity, 
but  here  he  is  beaten  by  competition.  Ultimately,  the 
factory  is  closed.  The  manufacturer  has  indeed  been 
taxed  out  of  existence,  and  the  workers  left  to  their  own 
devices  wiU  assuredly  proceed  to  employ  themselves, 
sociahze  their  labour,  and  work  out  their  economic  freedom. 
Curiously  enough,  this  does  not  happen,  for  the  workers 
who  are  constantly  airing  the  grievances  under  which 
they  suffer  from  the  exploitation  and  spoliation  of  the 
capitalist,  never  combine  in  a  practical  way  and  become 
manufacturers  as  well  as  employees.  The  fact  is  they  do 
not  trust  each  other,  and  the  last  thing  on  earth  which 
they  are  prepared  to  do  is  to  risk  their  own  savings  in  a 
joint  enterprise.  For  them  the  only  result  of  destroying 
the  manufacturer  is  that  they  become  the  unemployed, 
and  are  thus  given  ample  leisure  in  which  to  reahze  that 
they  also  can  be  taxed  out  of  existence.  The  conduct 
of  commercial  undertakings  by  municipaUties  almost 
invariably  involves  an  increase  in  the  rates.  Officials 
embark  cheerfully  upon  a  course  of  money  borrowing 
without  considering  the  ways  and  means  of  repayment 

126 


''MUNICIPAL  SOCIALISM" 

or  even  of  paying  for  the  use  of  the  money.  One  fact 
they  reaUze  clearly  and  only  one — and  that  is  the  existence 
of  a  taxable  community. 

If  municipal  undertakings  do  not  pay,  the  community 
must  be  taxed  in  order  to  make  up  the  difference  between 
the  net  earnings  and  the  interest  and  sinking  fund.  That 
is  to  say,  if  the  community  has  borrowed  £300,000  at 
3  per  cent,  with  an  obligation  to  form  a  sinking  fund  at 
I  per  cent.,  it  has  to  provide  an  annual  sum  of  £12,000 
for  the  service  of  the  loan  ;  but  if  the  net  earning  capacity 
of  the  undertaking  be  only  2  per  cent,  there  is  an  annual 
deficit  of  £6,000,  and  to  pay  this  the  ratepayers  must  be 
taxed.  But  let  the  borrowing  powers  be  extended ; 
suppose  that  reckless  officials  have  heaped  up  burden 
after  burden  of  debt  upon  the  unlucky  community 
Instead  of  £300,000  let  us  assume  that  £3,000,000  have 
been  borrowed  and  that  similar  results  accrue ;  there  is 
then  a  yearly  deficit  of  £60,000  which  the  ratepayers  have 
to  meet. 

It  may  be  asserted  that  we  are  too  pessimistic  in 
suggesting  that  an  important  undertaking  such  as  that  of 
an  electric  tramway  can  only  show  a  net  earning  capacity 
of  2  per  cent,  on  capital.  We  see  the  smart-looking  cars 
moving  quickly  from  one  part  of  a  town  to  another,  serving 
the  population  usefully  and  imparting  to  the  locality 
traversed  an  up-to-date  appearance  which  is  a  gratifying 
feature  in  itself.  If  we  are  superficial  in  our  survey  of 
things  these  points  satisfy  us  ;  but  if  we  are  incHned  to 
look  deeper,  we  watch  the  cars  more  closely  and  we  find 
that  for  the  greater  part  of  the  day  they  carry  hardly 
any  passengers.  To  and  fro  they  journey,  using  electric 
current,  wearing  out  rails  and  cables,  and  involving  the 
employment  of  labour,  all  for  a  few  handfuls  of  passengers. 
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We  who  are  practical  know  that  if  the  cars  were  full  inside 
and  out  for  every  car-mile  run  it  would  not  be  more  than 
sufficient  to  make  the  system  pay.  As  things  are,  we  know 
that  it  must  be  a  dismal  failure. 

In  a  previous  chapter  we  have  seen  some  illuminating 
facts  with  regard  to  our  railways  and  noticed  what  poor 
profit  earners  they  are,  taken  as  a  whole.  But  for  the  goods 
traffic  most  of  these  railways  would  be  hopelessly  insolvent. 
Now  tramways,  generally  speaking,  have  no  goods  traffic  ; 
they  depend  entirely  upon  human  freight.  The  railways 
find  that  passenger  traffic  does  not  pay  ;  the  tramways 
have  nothing  else  upon  which  to  depend.  Is  it  likely 
that  they  can  make  it  pay,  except  perhaps  in  certain 
favourable,  densely  populated  districts  ? 

Statistics  of  electric  tramways  are  somewhat  misleading, 
inasmuch  as  sufficient  time  has  not  yet  elapsed  since  their 
general  introduction  for  reliable  data  to  be  tabulated. 
During  the  first  few  years  of  working  it  can  easily  be  made 
to  appear  that  a  tramway  system  is  profitable,  whereas 
in  fact  it  is  barely  making  the  "  two  ends  meet."  And 
the  reason  for  this  is  that  tramway  managements,  which 
ought  from  the  first  to  make  provision  for  repairs  and 
renewals,  shirk  the  question  altogether  during  the  early 
years  in  order  to  show  "  good  results."  The  importance 
of  making  the  provision  to  which  reference  is  made  will 
be  appreciated  when  it  is  borne  in  mind  that  tramway- 
lines  have  a  life  of  from  fifteen  to  twenty  years.  Taking 
the  mean,  we  must  therefore  calculate  that  in  the  course  of 
17 J  years  the  entire  line  will  have  to  be  renewed.  Thus, 
supposing  that  the  cost  of  laying  the  rails  has  been 
£200,000,  the  annual  sum  necessary  from  the  first  to  be 
put  aside  for  renewals  is  £11,428.  But  this  figure  only 
refers  to  the  rails.    All  other  parts  of  the  system,  such  as 

128 


"MUNICIPAL  SOCIALISM" 

cables,  dynamos,  posts,  machinery,  cars,  etc.,  must  come 
in  for  similar  treatment.  With  a  tramway  capitalized  at 
£400,000,  not  less  a  sum  than  £20,000  per  annum  should 
be  reserved  for  these  purposes.  Four  per  cent,  on  the 
capital  would  be  £16,000.  If  the  management  has  failed 
to  make  full  provision  for  renewals,  that  interest  has  not 
really  been  earned  ;  but  if  current  repairs  only  have 
been  charged,  as  is  not  unlikely,  we  see  that  so  far  from  the 
tramway  having  yielded  even  a  moderate  profit  its  working 
has  in  reality  resulted  in  a  loss. 

The  municipaUties  meanwhile  are  doubtless  placidly 
awaiting  the  developments  of  the  future,  and  the  ratepayers 
are  happily  unconscious  of  the  new  burdens  which  in  due 
time  they  will  have  to  bear.  The  officials  will  in  any  case 
retain  perfectly  easy  minds  ;  they  have  a  ready  solution 
for  all  monetary  troubles,  and  it  is  this  :  Borrow  more 
money. 

Local  taxation,  which  has  already  shown  a  remarkable 
increase  during  the  last  decade,  will  show  a  still  further 
increase  in  the  immediate  future  as  a  result  of  municipal 
undertakings.  The  principal  sufferers  at  first  will  be  the 
manufacturers,  merchants,  shopkeepers,  and  property 
owners ;  all,  in  short,  who  are  engaged  in  trade  or  the 
utilization  of  their  capital  in  the  district  affected. 
Ultimately,  as  we  have  seen,  the  workers  themselves  will 
have  their  meed  of  suffering  and  the  punishment  will  fall 
upon  them  in  the  most  acute  form  of  all,  for  they  will 
lose  their  employment.  There  are  short-sighted  social 
reformers  who  go  so  far  as  to  rejoice  at  the  steadily 
increasing  drain  upon  the  resources  of  those  who  are  engaged 
in  manufacture  and  mercantile  pursuits.  Anything  which 
will  serve  the  purpose  of  encroaching  upon  that  hated 
surplus  value,  upon  which  Marx  and  his  disciples  have  so 
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copiously  dilated,  gives  them  immense  satisfaction. 
Whether  or  not  ultimately  the  whips  they  have  succeeded 
in  providing  for  the  capitaUst  will  become  scorpions  with 
which  they  themselves  and  their  working-men  dupes  will 
be  stung  is  left  wholly  unconsidered. 

And  the  manufacturer  does  in  truth  find  himself  so 
heavily  taxed  to  meet  the  local  needs  which  have  been 
created  by  Socialist  interference  that  he  finds  it  impossible 
to  carry  on  his  business  with  success.  Year  after  year 
he  has  struggled  against  the  ever-increasing  burden  of 
taxation.  He  sees  the  margin  of  profit  first  of  all  showing 
an  undesirable  decrease,  then  a  still  further  decrease, 
until  eventually  it  approaches  the  vanishing  point.  Then 
it  is  a  question  with  him  whether  he  will  pursue  his  vocation 
any  longer  or  whether  it  be  possible  to  move  his  works  to 
some  district  where  the  conditions  are  more  favourable. 
He  employs  maybe  hundreds,  even  thousands  of  hands 
in  a  district  with  which  his  enterprise  has  been  associated 
for  years  and  has  become  identified  as  something  pecuharly 
local.  He  makes  the  great  decision  ;  he  moves  bag  and 
baggage  to  another  part  of  the  country.  This  is  exactly 
what  has  happened  in  different  parts  of  London,  not  in  a 
few  cases  of  special  importance,  but  in  a  very  large  number 
of  cases,  the  aggregate  representing  a  matter  of  tremendous 
moment  to  the  welfare  of  the  London  population.  And 
the  removal  of  these  enterprises  from  populous  districts 
is  no  light  matter  and  entails  no  small  amount  of  suffering. 
In  some  instances  the  surrounding  population  has  almost 
depended  for  its  existence  upon  the  active  operation  of 
some  particular  works.  Men  with  their  wives  and  families 
depend  for  their  subsistence  upon  the  continuance  of  the 
manufactures  there  carried  on,  and  not  only  in  this  direct 
fashion  but  in  an  indirect  way  numbers  of  persons  are 
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seriously  affected.  Large  and  small  tradesmen  find  their 
occupation  gone.  The  whole  district  from  being  a  centre 
of  activity  becomes  lifeless  and  poverty  stricken. 

These  results  have  accrued  and  will  accrue  from  a  policy 
of  municipalization  in  connection  with  industries  which 
are  properly  the  province  of  private  enterprise.  There  is 
a  limit  of  endurance  beyond  which  the  manufacturer 
cannot  go.  You  interfere  with  his  operations,  you  impose 
numberless  restrictions,  you  hamper  him  in  every  possible 
way,  and  finally  you  tax  him  out  of  existence,  and  as  a 
final  grand  result  he  disappears  from  your  midst  and 
thousands  of  persons  are  in  consequence  brought  to  the 
verge  of  poverty.  Large  numbers  of  these  people  event- 
ually become  chargeable  to  the  rates,  which  are  thus  still 
further  increased,  and  so  we  see  yet  again  that  the 
working-class  social  reformers  who  wish  to  tax  so  as  to 
reduce  surplus  value  themselves  pay  the  penalty  of  the 
increased  taxation. 
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SOMETHING    FOR   NOTHING 

THE  Great  War  has  taught  many  lessons  and  enforced 
many  truths.  Amongst  others  the  discomforting 
fact  that  it  is  quite  possible  to  earn  higher  wages  and 
yet  be  no  better  off  has  been  demonstrated  in  the  most 
conclusive  manner. 

The  notion  that  any  heavier  pay  which  might  be  wrung 
either  by  menace,  cajolry,  force  of  economic  law  or  poUtical 
manoeuvre  from  the  hated  capitaUst  would  go  to  reduce 
"  the  other  eightpence  "  and  so  tend  to  level  things  up, 
has  been  completely  exploded. 

It  has  been  exploded  because  it  was  never  true  that 
Labour  only  received  fourpence  in  the  shilling  as  its 
reward.  It  was  always  nearer  the  truth,  and  is  so  still, 
that  Labour  received  at  least  elevenpence  in  the  shilling 
and  often  the  entire  shiUing. 

But  if  the  war  has  taught  us  much  we  must  not  be  led 
to  beUeve  that  its  economic  influences  will  be  permanent. 
A  glance  at  the  history  of  the  world  reminds  us  that 
there  have  been  other  great  wars,  which,  relative  to 
population  and  other  factors,  were  almost  equally  serious 
and  destructive  as  the  one  through  which  we  have  just 
passed,  if  not  more  so. 

Time  is  the  great  healer,  and  as  the  years  roll  by  the 
effects  and  influences  of  the  war  wiU  be  neutrahzed  by 
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modified  conditions.  The  truths  of  Political  Economy 
will  survive,  and  the  war  will  drop  into  the  background 
as  the  pivot  on  which  swing  the  great  questions  of  the 
moment  relating  to  Labour  and  its  place  in  the  polity  of 
a  nation. 

The  foregoing  pages  offer  no  support  to  current  SociaHst 
propaganda.  They  are  burdened  with  cold  truths,  they 
meet  theory  with  facts,  and  they  show  the  hoUowness 
of  the  creed  on  which  the  Labour  Leaders  rely. 

In  the  course  of  ages  countless  men  have  wasted  their 
time  and  exhausted  their  minds  in  the  endeavour  to 
find  panaceas  for  human  ills.  But  always  without 
success,  for  all  such  nostrums  are  Uke  the  medicines  of 
quack  doctors  in  respect  of  which  it  is  claimed  that  they 
can  cure  every  disease.  Occasionally,  in  the  case  of  the 
latter,  there  is  a  modification  of  the  symptoms  and  the 
patient  is  relieved,  but  the  drag  disturbs  other  functions, 
and  a  new  disease,  possibly  worse  than  the  original  ailment, 
may  result.  It  is  the  same  with  political  panaceas ; 
the  good  they  do  to  one  or  more  sections  of  a  community 
is  nearly  always  at  the  expense  of  other  sections. 

During  recent  years  Socialism  has  been  most  industriously 
advertised  by  its  sponsors  as  the  one  and  only  panacea 
for  aU  political,  social  and  industrial  ills,  but,  as  we  have 
seen,  the  folly  of  such  a  claim  becomes  apparent  on  careful 
investigation. 

Latterly  there  has  been  a  certain  amount  of  side-tracking 
along  the  lines  of  palliatives,  at  one  time  the  scorn  of 
Social  Democrats.  Municipalization  of  public  utility 
services  comes  within  this  category,  and  is  considered 
to  be  a  step  towards  Socialism,  but  a  far  more  important 
step  is  provided  by  Nationalization,  to  which  the  people 
are  asked  to  pin  their  faith  as  a  means  of  economic  salvation. 
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In  this  connection  the  demand  for  the  nationalization 
of  the  railways  and  coal  mines  must  be  regarded  with  the 
gravest  suspicion.  When  Labour  agitators  speak  of 
nationaUzation  they  mean  confiscation,  for  nothing  short 
of  this  would  really  satisfy  their  aspirations.  But  suppos- 
ing for  a  moment  that,  even  on  the  basis  of  compensation, 
more  or  less  adequate,  these  vital  services  passed  under 
State  control,  it  should  be  reahzed  clearly  what  might  be 
the  ultimate  result.  On  the  railways  and  coal  mines 
practically  depends  the  very  existence  of  industry  in  this 
country  ;  the  suspension  of  their  services  would  mean 
complete  paralysis.  Thus  the  power  which  controlled 
them  would  control  the  entire  industrial  organism.  Now, 
supposing  further  that  the  most  extreme  sections  of 
the  Labour  Party  achieved  poUtical  power,  they  could, 
almost  by  pressing  a  button,  usher  in  a  complete  Socialist 
regime,  for  they  would  have  in  their  hands  the  control  of 
the  nation's  lifeblood ;  they  could  hold  the  people  to 
ransom  and  compel  them  to  adopt  Socialism  as  their 
political  system.  To  nationalize  the  railways  and  coal 
mines  would  be  the  greatest  act  of  folly  which  could  ever 
be  contemplated  by  a  Government  claiming  to  act  in 
the  true  interests  of  the  nation. 

Socialism  is  entirely  opposed  to  progress,  and  a  world 
without  progress  would  cease  to  be  interesting.  A  condition 
of  society  under  which  men  and  women  would  lead  State- 
directed  hves  with  all  their  wants  suppHed  free  from  any 
demand  for  individual  effort  and  individual  resource, 
would  be  painfully  monotonous,  even  supposing  the  wildest 
dreams  of  the  theorists  could  only  in  part  be  realized. 
Human  beings  have  always  hungered  and  striven  for 
freedom,  but  under  Socialism  they  would  be  hopelessly 
enslaved. 
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A  worker  in  a  Socialist  State  would  have  no  liberty  of 
action.  He  would  be  allotted  his  task  at  some  point 
of  the  industrial  organism,  and  deprived  of  all  incentive 
and  ambition  his  individuality  would  be  submerged ; 
he  would  become  inert  and  spiritless,  a  poor  sort  of  entity 
without  a  soul  to  call  his  own. 

The  destruction  of  competition  amongst  employers  by 
constituting  the  State  the  sole  employer  would  deprive 
the  workman  of  all  his  most  cherished  privileges.  Without 
the  State's  permission  he  would  be  unable  to  go  to  another 
job,  no  matter  what  disagreements  he  might  have  with  his 
foreman.  Under  the  present  regime  he  can  go  from  firm 
to  firm,  and  so  vary  his  environments  to  suit  his  taste  and 
inclinations.  Socialism  would  place  him  under  orders, 
and  he  could  never  make  a  change  without  the  State's 
permission.     He  would  be  permanently  enslaved. 

Imagine  also  a  workman  deprived  of  the  power  to 
strike.  Yet  under  Socialism  there  could  be  no  successful 
strikes,  however  great  the  grievances,  because  there  could 
be  no  strike  funds,  and  in  any  case  the  State  as  sole  employer 
would  ignore  sectional  strikes  and  a  general  strike  would 
be  unthinkable,  because  the  whole  body  of  employees 
would  be  the  State  itself. 

That  there  could  be  no  strike  funds  is  obvious,  because 
under  Socialism  all  wealth,  whether  in  the  hands  of  Trades 
Unions,  Friendly  Societies,  or  Co-operative  Societies, 
and  the  savings  of  workmen  in  the  Post  Office  and  other 
Savings  Banks,  would  at  one  stroke  be  annexed  by  the 
State.  It  is  not  only  the  large  capitalists  who  would  be 
pillaged,  the  worker  with  his  fifty  pounds  saved  up  would 
also  have  to  disgorge. 

Thus  the  worker  would  entirely  lose  his  independence  ; 
and  he  would  have  in  his  moments  of  leisure  full  opportunity 
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to  reflect  on  the  beauty  of  resignation  as  a  human  virtue. 
This  might  be  comforting,  but  would  be  a  poor  substitute 
for  freedom. 

Those  whose  scheme  of  life  in  an  industrial  world  is  to 
gain  something  for  nothing  will  assuredly  be  disappointed. 
Whether  we  live  under  Individualism  or  Socialism,  it  is 
all  one  ;  we  must  pay  for  the  benefits  and  amenities  which 
we  enjoy.  We  must  therefore  sell  our  labour,  if  that  is 
all  we  have  to  offer,  endeavouring  always  to  give  the  best 
that  is  in  us  if  we  desire  to  obtain  in  exchange  the  best 
that  life  can  supply. 

Wealth  is  work  saved  up.  Those  who  have  laid  the 
foundations  of  large  fortunes  are  usually  men  who  have 
expended  an  enormous  amount  of  industry  and  brain- 
power in  constructive  schemes  which  have  benefited  large 
numbers  of  workers  and  sustained  entire  communities. 
Self-control  is  the  great  secret  of  the  success  achieved  by 
these  men,  the  one  virtue  which,  alas,  the  majority  lack. 

Socialism  gains  the  support  of  the  worker  mainly  because 
of  its  appeal  to  the  crudest  conceptions  and  instincts  of 
uncultured  human  beings.  He  is  induced  to  believe 
that  wealth  has  been  wrongly  obtained  by  its  present 
possessors — mainly  by  the  exploitation  of  his  labour.  What 
then  more  righteous  than  to  take  that  wealth  away  so 
that  he  might  have  the  benefit  ?  Unless  its  propaganda 
were  based  on  this  primitive  doctrine.  Socialism  would 
be  purely  academic  and  the  province  of  visionaries  and 
theorists  alone. 

Without  wholesale  confiscation  Socialism  would  be 
divested  of  its  most  potent  motive. 

After  this  the  idea  that  everybody  would  be  better 
off  is  sufficient  to  secure  the  adherence  of  the  doubters, 
who  are  not  likely  to  weigh  carefuUy  the  arguments  and 
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claims  of  the  exponents  of  the  SociaHst  creed  and  to  see 
their  hollowness.  It  is  enough  that  there  has  been  thrown 
upon  the  screen  a  picture  which  gives  the  promise  of 
something  for  nothing,  and  that  is  all-alluring. 

But  Life  is  a  game  of  gains  and  losses.  Under  Sociahsm 
a  man  might  gain  something — ^it  is  not  clear  what,  because 
theories  often  lead  one  astray — ^but  he  would  certainly 
lose  much,  and  worst  of  all — his  Freedom. 
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